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SUMMARY   OF   RECOMMENDATIONS 

This   listing   serves  as  a  means  of  summarizing   the   recommendations 
contained   in   the  report  and  the  audited  agency's  response. 


Recommendation   #1 
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Legislation   be  enacted  to  centralize 

the  funding   and  administration  of  the 

foundation   program.  13 

Agency   Response:      Concur.      See  page  51. 

Recommendation   #2 
OPI: 

A.  Follow-up  on  variances  from  the 
estimated  collectible  county 

surplus.  15 

Agency   Response:      Concur.      See  page  51. 

B,  Ensure  county   surplus   revenue   is 
recorded   in   the  correct  year  on 

the  accounting   records.  15 

Agency   Response:      Concur.      See  page  51. 

Recommendation   #3 
OPI: 

A.  Comply  with  the  budget  amendment 

process.  16 

Agency   Response:      Concur.      See  page  52. 

B.  Make  inter-entity   loans  when   funds 
are  needed  to  temporarily  cover 

expenditures.  16 

Agency   Response:      Concur.      See  page  52. 

Recommendation  #4 

OPI    revert  the  $5,916  and   $15,099   from 
fiscal   years   1982-83  and   1981-82,    res- 
pectively,  to  the  General   Fund   to  comply 
with   legislative  appropriations.  17 

Agency   Response:      Do  not  concur.      See  page  52. 


SUMMARY   OF   RECOMMENDATIONS   (Continued) 
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Recommendation   #5 

OPI    revert  the  $10,366   millage  over- 
collection   to  the  General    Fund.  18 

Agency   Response:      Do  not  concur.      See  page  52. 

Recommendation   #6 

OPI    revert  $602   to  the  General   Fund   for 

indirect  costs  collected  over  the   House 

Bill   2    limit.  18 

Agency   Response:      Concur.      See  page  52. 

Recommendation  #7 

OPI   establish  a  system  to  monitor  its 

compliance  with   specific  appropriation 

language.  19 

Agency   Response:      Concur.      See  page  52. 

Recommendation   #8 

OPI    file  an  amended  VEDS   financial 

status   report  for  fiscal   year  1982.  21 

Agency   Response:      Concur.      See  page  52. 

Recommendation  #9 
OPI: 

A.  Require  subrecipients  to  adopt  the 
audit  requirements  in  OMB   Circular 

A-102,    Attachment  P.  22 

Agency   Response:      Concur.      See  page  52. 

B.  Ensure  the  required  audits  are 

performed.  22 

Agency   Response:      Concur.      See  page  52. 

Recommendation   #10 

OPI: 

A.       Obtain   formally  documented   federal 
approval  of  deviations  from  federal 
regulations   regarding  cash  advances, 
or  "  23 

Agency   Response:      Concur.      See  page  53. 
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B.       Comply   with  the  letter  of  credit 
provision   for  subrecipient  cash 
disbursements.  23 

Agency   Response:      Concur.      See  page  53. 

Recommendation   #1 1 

OPI    properly  match   federal   grant  funds 

with   state  moneys   in  accordance  with 

the  grant  agreement.  23 

Agency   Response:      Concur.      See   page  53. 

Recommendation   #12 

OPI    monitor   schools'  applications   to 

ensure  local   education   agencies  do  not 

supplant   state  or   local   levels  of  funding 

with   federal   funds.  25 

Agency   Response:      Concur.      See  page  53. 

Recommendation   #13 

OPI   ensure  federal  grant  reports  are 

submitted  on  a  timely  basis.  25 

Agency   Response:      Concur.      See  page  53. 

Recommendation  #14 

OPI   account  for  the  resource  assess- 
ment and  audiovisual   library   in  the 
funds   required   by   state  law.  26 

Agency   Response:      Do  not  concur.      See  page  53. 

Recommendation   #15 

OPI    record   film  additions  on   PAMS  at 

least  annually.  26 

Agency   Response:      Concur.      See  page  53. 
Recommendation   #16 


OPI 


Charge  for  administrative  costs  of 

the  audiovisual   library.  27 


Agency   Response:      Concur.      See  page  53, 
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B.       Document  the  basis  for  charging 
administrative  costs  to  the 
audiovisual   library.  27 

Agency   Response:      Do  not  concur.      See  page  53. 

Recommendation   #17 

OPI    record   installment  purchases  and 

capital   leases   in  accordance  with   state 

policy.  27 

Agency   Response:      Concur.      See  page  53. 

Recommendation   #18 

OPI    review   its  accounting    records   to 

ensure  the   records  are  accurate.  29 

Agency   Response:      Concur.      See  page  54. 
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INTRODUCTION 

We  perfornpd  a  financial/compliance  audit  of  the  Office  of 
Public  Instruction  (OPI)  for  the  two  fiscal  years  ended  June  30, 
1984,  The  objectives  of  the  audit  were  to:  1)  determine  if  the 
financial  schedules  present  fairly  the  office's  results  of  operations 
for  the  two  fiscal  years  ended  June  30,  1984;  2)  determine  if  the 
office  complied  with  applicable  laws  and  regulations;  and  3)  make 
recommendations  for  improvement  in  the  management  and  internal 
controls  of  the  office. 

This  report  contains  18  recommendations  to  the  office.  These 
recommendations  address  areas  where  the  office  can  improve  manage- 
ment, internal  control,  financial  reporting,  and  compliance  with 
laws  and  regulations.  Other  areas  of  concern  deemed  not  to  have 
a  significant  effect  on  the  successful  operations  of  the  office 
programs  are  not  specifically  included  in  the  report,  but  have 
been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the  recommendation. 

BACKGROUND 

OPI  was  established  by  Section  I,  Article  VI  of  the  Constitu- 
tion of  Montana.  The  Superintendent  of  Public  Instruction  is 
elected  to  serve  a  four-year  term  and  is  responsible  for  the 
general  supervision  of  the  public  schools  and  districts  of  the 
state.  The  Superintendent  is  also  the  ex-officio  secretary  of  the 
State  Board  of  Education  and  the  governing  agent  and  executive 
officer  for  vocational  education   in   the  state. 

OPI  provides  services  to  approximately  153,000  school-age 
children  and  approximately  11,000  teachers  in  556  districts.  It 
provides  consultive  and  technical  assistance  in  planning,  imple- 
menting and  evaluating  educational  programs  in  such  areas  as 
teacher  preparation,  teacher  certification,  school  accreditation, 
school  curriculum,    school   finance  and   school   law. 


OPI  had  137  employees  and  spent  approximately  $211  million  in 
fiscal  year  1982-83  and  $220  million  in  fiscal  year  1983-84  to  carry 
out  its  various  programs.  Total  revenue  was  approximately  $25 
million  in  fiscal  year  1982-83  and  $39  million  in  fiscal  year  1983-84. 
Of  this  revenue,  $13.7  million  in  fiscal  year  1982-83  and  $17.1 
million  in  1983-84  was  from  federal  assistance.  The  office  also 
received  approximately  $23.3  million  in  fiscal  year  1982-83  and 
$24.3  million  in  fiscal  year  1983-84  in  the  Agency  Fund  from  the 
federal  government  which  is  distributed  directly  to  local  schools. 
The  office's  activities  are  organized  under  five  departments  each 
headed  by  an  assistant  superintendent. 

STATE  EQUALIZATION  AID 

The  Montana  Constitution  directs  the  Legislature  to  "provide  a 
basic  system  of  free  quality  public  elementary  and  secondary 
schools"  and  to  "fund  and  distribute  in  an  equitable  manner  to  the 
school  districts  the  state's  share  of  the  cost  of  the  basic  elemen- 
tary and   secondary   school   system." 

OPI  is  responsible  for  the  administration  of  state  and  federal 
moneys  used  to  fund  Montana's  schools.  Montana's  primary  plan 
for  school  funding  is  known  as  the  "foundation  program."  The 
foundation  program,  originally  enacted  by  the  Legislature  in  1949, 
was  designed  to  equalize  public  school  financing  throughout  Mon- 
tana by  specifying  budgeting  and  funding  requirements.  Subse- 
quent legislative  changes  include:  1)  making  county  levies  for 
equalization  mandatory,  2)  providing  that  the  state  "recapture" 
any  county  equalization  surplus  moneys,  and  3)  providing  for 
uniform  property  tax  assessment  procedures  throughout  the  state. 
Additional  legislative  changes  expanded  the  revenue  bases  for  the 
financing  of  schools  by  including  a  portion  of  the  coal  severance 
tax   investment  income  and  motor  vehicle  fees. 

A    school    district's    "General    Fund"    is   the   primary    recipient    of 
foundation   program   equalization    payments.      State   law   sets   a   "Gen- 
eral   Fund"    budget    of    a    specific    amount,     which    does    not    require 
voter  approval,    based  on   the  district's  average   school   membership. 
The    average    membership    is     referred    to    in     the    statutes    as     the 


"average    number    belonging"    or    ANB,    calculated    from    prior    year 
attendance  records.      The  budgeted  amount   is  known  as  the  maximum- 
general-fund-budget-without-a-vote     or     maximum     "General     Fund" 
budget.      (See   Illustration   #1    on   page  n.) 

The  maximum  "General  Fund"  budget  is  made  up  of  two  por- 
tions. An  amount  equal  to  80  percent  of  the  maximum  "General 
Fund"  budget  is  knov^^n  as  the  foundation  program,  or  entitlement. 
This  is  the  minimum  level  of  operating  expenditures  of  a  school 
district,  as  specified  by  law,  sufficient  to  provide  for  the  educa- 
tional programs  of  a  school.  The  remaining  20  percent  is  known 
a?  the  permissive  amount.  State  law  "permits"  the  school  district 
trustees  to  budget  the  permissive  amount  above  the  foundation 
program  amount   without  voter  approval. 

The  sources  that  finance  the  foundation  program  are  outlined 
in  Illustration  1.  The  major  sources  include  the  state  equalization, 
secondary  and  elementary  permissive  tax  levies,  and,  if  necessary, 
a  state  General  Fund  appropriation.  When  permissive  levies  provide 
less  than  the  total  revenue  needed  for  the  permissive  portion  of 
the  budget,  the  state  finances  the  remaining  amount  using  state 
moneys. 

Any  amount  which  the  trustees  budget  over  the  total  of  the 
foundation  program  and  permissive  amount  is  financed  by  any 
unreserved  cash  balance  in  the  district's  "General  Fund"  at  year- 
end,  motor  vehicle  fees,  other  non-tax  revenues,  and  a  district 
voted   lew. 

The  district  and  state  revenue  sources  are  graphically  repre- 
sented  in   Illustration   1   on   page  H. 


Illustration  1 
FUNDING  FOR  SCHOOL  DISTRICT  "GENERAL  FUND" 

Total  School  District 
General  Fund  Revenue  Sources 


,  DISTRICT 

'  State  Motor  Vehicle  Reimbursement 

'  Motor  Vehicle  Flat  Fees 

'  Voted  Levy 

'  District  Cash  from  Prior  Year 

STATE 

General  Fund  Appropriation 

DISTRICT 

2 
6  Mill  Elementary  Levy 

4  Mill  Secondary  Levy    , 

Motor  Vehicle  Flat  Fees 

State  Motor  Vehicle  Reimbursement 

STATE  EQUALIZATION 

County  Surpluses 

General  Fund  Appropriation 

Income  Taxes 

Corporate  License  Taxes 

State  Mineral  Royalties 

Interest  and  Income 

COUNTY  EQUALIZATION  (Surplus  to  State)" 

Taylor  Grazing 
Miscellaneous  Revenues- 
Federal  Forest  Funds 
17  Mill  Secondary  Levy   „ 
28  Mill  Elementary  Levy 
Cash  from  the  Prior  Year  , 
Motor  Vehicles  Flat  Fees 
State  Motor  Vehicle  Reimbursement 


Voted  Budget  in  Excess 
of  the  Maximum  General 
Fund  Without  a  Vote 

Maximum  Genera]  Fund 
Revenue  Sources  Without 
a  Vote 

Permissive  Amount  20% 


-  Foundation  Program  80% 


State  resources  are  to  be  utilized  only  after  other  resources  are 
^  exhausted. 

These  are  the  mills  for  the  biennium  beginning  fiscal  year  1984. 

In  fiscal  year  1983  the  mills  for  Elementary  and  Secondary  were  9 

and  6,  respectively. 

These  are  the  mills  for  the  biennium  beginning  fiscal  year  1984. 

In  fiscal  year  1983  the  mills  for  Secondary  and  Elementary  were 
,  15  and  25,  respectively. 

Motor  Vehicle  Fees  are  distributed  on  the  same  basis  as  property 
c  taxes. 

Only  a  portion  of  the  Taylor  Grazing  and  Federal  Forest  Funds  are 

used  as  a  funding  source  for  the  equalization  program. 


Source:   Compiled  by  the  Office  of  the  Legislative  Auditor 


SCHOOL   FUNDING    IN   MONTANA 

Our  examination  of  state  equalization  aid  was  designed  to 
determine  the  reasonableness  of  expenditures  reported  in  OPI 
financial  schedules  and  to  determine  the  office's  compliance  with 
the  statutory  requirements  which  have  a  material  effect  on  the 
program. 

In  our  prior  audits  of  the  Foundation  program  we  have 
compiled  statistics  on  the  following  consistent  county  reporting 
problems: 

1  .        Accurate   reporting   of  cash   on   hand 

2.  Comparability  of  county   reports 

3.  Timeliness  of  report  submission 

1.        Return  of  surplus  county  collections. 

We,  again,  compiled  statistics  on  these  problems  during  our 
current  audit  to  determine  if  compliance  with  the  law  has 
improved.  Explanations  of  state  regulations,  the  purpose  of  the 
requirements,  and  the  statistics  for  the  past  several  years  are 
documented  below.  The  results  show  compliance  has  not  improved 
during  our  audit  period  for  most  of  the  problems.  We  found 
compliance  has  improved  significantly  for  prior  reported  problems 
on   separation  of  levies  and  miscellaneous   revenues. 

Cash   Reappropriated 

One  source  of  financing  for  the  county's  share  of  the  founda- 
tion program  is  county  cash  reappropriated.  Cash  reappropriated 
is  the  unused  cash  from  the  prior  year's  county  basic  levy.  Cash 
would  be  7ero  at  year-end  only  if  the  county  held  the  books  open 
past  June  30th  and  made  a  final  distribution  of  cash  or  if  the 
county  collected  less  revenue  then  anticipated.  The  statistics 
indicate  no  significant  improvement  has  been  made  in  reporting 
cash   reappropriated. 


COUNTY  SUPERINTENDENTS 
REPORTING  CASH  REAPPROPRIATED  AS  ZERO 


Fiscal  Year 

1979-80 
1980-81 
1981-82 
1982-83 
1983-84 


Fiscal  Year 

1979-80 
1980-81 
1981-82 
1982-83 
1983-84 


Elementary 

Number /Counties 

Percentage 

17/56 

30.4% 

17/56 

30.4% 

18/56 

32.1% 

15/56 

26.8% 

17/56 

30.4% 

High  School 

Number /Counties 

Percentage 

19/56 

33.9% 

17/56 

30.4% 

18/56 

32.1% 

15/56 

26.8% 

24/56 

42.9% 

We  compared  the  superintendents  reports  which  showed  a  cash 
balance  at  zero,  to  the  Treasurer's  report  for  each  year  of  the 
audit  period.  The  results  are  shown  below: 


Superintendent 

Treasurer 

Reports  Zero 

Reports  Zero 

Both 

Rep 

orts        Treasurer 

Superintendent 

Fiscal  Year 

Show  Z 

ero         Does  Not 

Does  Not 

Elementary 

1982-83 

7 

8 

1 

1983-84* 

8 

High  School 

7 

2 

1982-83 

12 

3 

0 

1983-84** 

14 

6 

2 

*  Superintendents  in  two  counties  reported  zero  cash  for  the 
elementary  districts,  yet  no  corresponding  treasurer's  report 
had  been  submitted. 

**  Superintendents  in  four  counties  reported  zero  cash  for  the  high 
school  districts,  yet  no  corresponding  treasurer's  report  had 
been  submitted. 


County   Reports 

Annual  reports  by  county  treasurers  of  the  past  year's 
receipts  and  disbursements  of  the  counties'  share  to  the  foundation 
prnnram  are  due  to  OP!  by  August  15.  A  line  item  on  the  report 
discloses  the  June  30  cash  balances  in  the  elementary  and  high 
school  funds.  This  report  shows  foundation  financial  information 
"after  the  fact."  This  information  is  a  portion  of  the  basis  for  the 
county  superintendent's  "General  Fund  Revenues  Worksheet"  for 
the  following   school   year. 

The  "General  Fund  Revenues  Worksheet"  is  submitted  to  OPI 
each  September  by  county  superintendents.  The  report  gives 
estimates  of  county  financing  available  for  the  current  year's 
foundation  program  including  cash  reappropriated  from  the  prior 
year.  OPI  utilizes  these  balances  for  estimating  foundation  pro- 
gram General  Fund  requirements.  This  report  shows  foundation 
financial  information  "before  the  fact."  Again,  statistics  indicate 
there  has  been  no  improvement  in  reported  cash  agreeing  between 
superintendents'  and  treasurers'  reports.  OPI  officials  indicated 
the  increase  in  differences  may  be  attributable  to  the  counties 
which  have  recently  computerized  their  systems  and  have  encoun- 
tered problems  with  the  new   systems. 


COUNTIES    FOR  WHICH   REPORTED   CASH   DOES   NOT  AGREE 
BETWEEN   THE   TREASURERS'    AND    SUPERINTENDENTS'    REPORT 


Fiscal    Year 

1979-80 
1980-81 
1981-82 
1982-83 
1983-8'!i 


Fiscal  Year 

1979-80 
1980-81 
1981-82 
1982-83 
1983-84 


Elementary 

Number/Counties 

Percentage 

13/56 

23.2% 

9/56 

16.1% 

19/56 

33.9% 

29/56 

51.8% 

23/48* 

48.0% 

High  School 

Number /Counties 

Percentage 

10/56 

17.9% 

11/56 

19.6% 

13/56 

23.2% 

15/56 

26.8% 

15/48* 

31.3% 

*  As   of   October  30,   1984,   eight   County   Treasurers' 
reports  had  not  been  received. 


As  of  October  30,  1984,  some  of  the  counties  had  not  submit- 
ted the  required  county  reports.  Eight  county  treasurers  had  not 
submitted  their  fiscal  year  1984  reports  that  were  due  on 
August  15th.  Seven  county  superintendents  had  not  submitted 
their  fiscal   year   1985   reports  that  were  due  on  September   1st. 

County  Equalization   Surplus 

Sections  20-9-331  and  20-9-333,  MCA,  state  that  any  surplus 
revenues  exceeding  the  county's  elementary  transportation  and 
high  school  tuition  obligations  and  the  county's  foundation  entitle- 
ment shall  be  sent  to  the  state  treasurer  for  deposit  to  the  state 
Special  Revenue  Fund  not  later  than  June  1  .  Those  returns 
decrease  state  General  Fund  contributions.  It  was  first  noted  in 
our  1979-80  audit  there  were  problems  with  counties  submitting  the 
proper  amount  of  surplus  and  submitting  this  surplus  by  June  1st. 
We  noted  compliance  has  not  improved  since  the  past  audits.  The 
following  chart  documents  the  comparison  of  surplus  that  should 
have  been  sent  in  to  surplus  actually  remitted  by  the  counties. 
OPI  officials  indicated  there  were  no  sanctions  to  make  the  counties 
remit  the  correct  surplus.  Since  the  counties  do  not  receive  an 
equalization  payment  from  the  state,  OPI  has  no  recourse  against 
the  counties  which  do  not  fully   remit  surplus. 

COUNTY  EQUALIZATION  AND  RECEIPT 
Fiscal  Year  1982-83 


OLA 

Surplus 

Calculated 

Received  by 

Date 

County 

Surplus 
$2,022,357 

State 

Differences 
$  448,672 

Received 

1 

$1,573,685 

8-25-83 

2 

3,603,747 

3,571,442 

32,305 

6-22-83 

3 

33,054 

48,017 

(14,963) 

6-28-83 

4 

2,143,999 

1,996,679 

147,320 

6-22-83 

5 

1,878,458 

1,880.105 

(1,647) 

6-21-83 
7-23-83 

6 

2,587,029 

2,167,017 

420,012 

6-21-83 

7 

2,954,508 

3,290,163 

(335,655) 

6-22-83 

8 

400,425 

503,173 

(102,748) 

3-21-84 

9 

635,767 

626,898 

8,869 

6-23-83 

10 

65,252 

24,867 

40,385 

8-29-83 

Fiscal  Year    1983-84 


OLA 

Surplus 

Calculated 

Received  by 

Date 

County 

Surplus 
$2, 015, 359 

State 

Differences 
$173,983 

Received 

1 

$1,841,376 

6-22-84 

2 

3,735,974 

3,695,559 

40,415 

6-22-84 

3 

* 

55,219 

6-21-84 

/♦ 

2,938,234 

2,792,937 

145,297 

6-20-84 

S 

3,078,047 

2,391,797 

686,250 

5-18-84 
6-21-84 
7-20-84 

6 

5,518,671 

5,431,187 

87,484 

6-26-84 

7 

2,163,470 

2,128,867 

34,603 

7-28-84 

8 

194,497 

102,278 

92,219 

3-21-84 
7-28-84 

9 

* 

718,637 

6-20-84 

*   County   Treasurer's    report   had   not   been   received   as   of   October    10, 
1984. 

Source:      Complied  by    the   Office   of    the   Legislative  Auditor 

Effect  -  General   Fund   Loss  and   Conpliance 

As  noted  in  the  statistics  above,  revenue  sources  for  nine 
counties  (ten  in  fiscal  year  1983)  collect  more  than  enough  to  fund 
their  counties'  foundation  program.  Sections  20-9-331  and 
20-9-333,  MCA,  require  these  counties  deposit  the  surplus  with  the 
state  treasurer  not  later  than  June  1  each  year.  During  the  past 
five  fiscal  years  none  of  these  counties  have  submitted  the  full 
surplus  on  time.  One  county  was  over  ten  months  behind  in 
remitting  its  surplus  for  fiscal  years  1982  and  1983.  This  county 
stated  they  are  holding  on  to  approximately  $184,000  of  fiscal  year 
1983-81  surplus  and  will  not  remit  the  surplus  until  late  in  fiscal 
vear  1984-85.  This  county  only  remits  excess  mill  levy  collections 
for  surplus  as  they  believe  other  revenues  under  county  equaliza- 
tion, such  as  Justice  of  Peace  fines,  should  be  kept  locally.  The 
county  interprets  the  state  laws  regarding  equalization  to  say  only 
excess  millage  has  to  be  remitted.  The  law  clearly  states  the 
excess  of  all  revenues  funding  the  foundation  program  should  be 
remitted  to  the  state. 


Surpluses,  when  returned  to  the  state,  are  invested.  The 
surplus  is  enrmarker)  for  the  foundation  proqram.  When  counties 
retain  the  surplus  the  slate  does  not  earn  the  interest,  requiring 
increased  General   Fund  support. 

During  fiscal  year  1982-83,  we  estimate  the  General  Fund  lost 
approximately  $248,000  in  interest.  From  June  1,  1984  to 
October  30,  1984  General  Fund  losses  are  estimated  at  approxi- 
mately $200,000.  This  loss  is  based  on  actual  receipts  sent  in  late 
plus  the  excess  cash  being   held   by  counties. 

We  reviewed  OPI's  instructions  and  the  report  forms  counties 
use.  We  found  the  guidance  adequate  and  in  compliance  with  state 
law.  As  a  result,  we  conclude  the  major  problem  is  at  the  county 
level. 

OPI  must  rely  on  the  county  reports  to  ensure  the  accuracy 
of  foundation  program  distributions.  Currently,  it  is  through  the 
foundation  program  the  state  ensures  equalization  of  resources  for 
education.  Unless  OPI  obtains  accurate  reports  in  a  timely 
manner,  they  cannot  ensure  equalization  exists  in  the  foundation 
program.      Equalization   is  mandated  by  the  Montana   Constitution. 

Approximately  30  percent  of  the  county  superintendents  are 
still  reporting  cash  reappropriated  as  zero.  Of  these  counties  half 
of  the  corresponding  county  treasurer's  reports  showed  a  cash 
balance. 

Counties  for  which  reported  cash,  for  both  the  high  school 
and  elementary,  does  not  agree  between  the  treasurer's  and  super- 
intendent's reports  increased  significantly  (10-20%)  during  the 
audit  period.  For  fiscal  year  1983-84,  half  of  the  counties'  reports 
submitted  did  not  agree.  The  difference  in  cash  for  some  counties 
was  significant  as  shown  below. 
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Fiscal   Year 
1982-83 


County  1 
County    2 

Fiscal   Year 
1983-84 

County  1 
County  2 
County  3 
County   4 


July    1 
Cash   Ppr 
Treasurer' s 
Report 


$    57,322 
267,178 


384,653 
67,381 
55,719 
91,816 


July  1  Cash  Per 
Superintendent ' s 
Report 


$1,773,524 
220,836 


1,550,741 
-0- 
19,448 
-0- 


Dif ference 


$1,716,202* 
46,342 


1,166,088* 
67,381 
36,271 
91  ,816 


*  Per  correspondence  with  the  county  treasurer's  office,  the  county 
superintendent  "did  not  know"  where  they  obtained  the  cash 
balances   for   the    superintendent's    report. 


Late   Reports 

During  our  audit  period  we  noted  ^3  to  70  percent  of  the 
superintendent's  reports  and  59  to  66  percent  of  tlie  treasurer's 
reports  were  submitted  late  in  fiscal  years  1982-83  and  1983-84, 
respectively. 

In  order  for  OPI  to  use  the  county  treasurer's  reports  for 
calculating  cash  reappropriated,  the  reports  must  be  received  by 
their  August  15  due  date.  County  superintendent's  reports  are 
due  September  1 .  When  a  superintendent's  report  on  the  founda- 
tion program  requirements  financed  by  the  county  is  not  received 
before  OPI's  first  distribution  of  state  aid,  the  amount  of  the 
state's  first  payment  must  be  estimated  and  subsequent  payments 
adjusted   for  any  over  or  under  payment. 
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TIMELINESS    OF   REPORTS    RECEIVED 


Superintendent 
Reports   Received    (Fiscal    Year)    1979-80    1980-81       1981-82    1982-83    1983-84    1984-85 


By   due   date 
1-30   days    late 
31-60   days   late 
61-90   days   late 
91-120   days   late 
121    or  more   days    late 
Report   not   dated 
Not   received   as   of 
October   30,    1984 


By   due   date 
1-30   days    late 
31-60   days   late 
61-90   days   late 
91-120   days   late 
121    or  more   days    late 
Report   not   dated 
Not    received   as   of 
October   30,    1984 


13 

22 

5 

3 

1 

12 


17 

17 

4 

2 


16 


7 

31 

7 


32 

14 

6 

1 

2 

1 


17 

17 

6 

4 

1 

11 


23 

21 

1 


7 

56 

56 

56 

56 

56 

56 

Treasurer 

1979- 

•80 

1980- 

•81 

1981- 

■82 

1982-83 

1983-84 

18 

22 

17 

23 

19 

26 

25 

25 

19 

25 

5 

4 

5 

7 

1 

2 

2 

2 

5 

3 

3 

3 

5 

1 

1 

1 

1 

2 

56 


56 


56 


56 


_8 

56 


Summary 

Our  examination  of  state  equalization  aid  showed  consistent 
county  problems  of  accurate  reporting  concerning  cash  on  hand, 
comparability  of  county  reports,  timeliness  of  report  submission, 
and  proper  return  of  surplus  collections.  Because  of  these  prob- 
lems, the  equalization  aid  funding  and  administration  should  be 
centralized. 

Centralization  of  the   Foundation   Program 

Reorganizing  the  funding  and  administration  of  the  foundation 
program  under  the  state,  rather  than  under  both  the  state  and 
counties,    would   eliminate   the   need    for   counties    to   perform   several 
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state  imposed  duties  and  woukJ  also  control  the  previously  dis- 
cussed inequities  resulting  from  the  collection,  accounting,  and 
reporting  of  county  revenues  used  for  the  foundation  program. 
Equalization  expenditures  increased  by  over  $19  million  in  fiscal 
year  1984.  General  Fund  appropriation  supplemented  $12.2  million 
of  these  expenditures.  The  large  increase  in  expenditures  and 
use  of  General  Fund  moneys  make  equitable  distributions  more 
important  now  than  ever.  The  centralization  of  foundation  program 
funding  and  administration  would  require  little  alteration  of  the 
present  system.  This  would  assist  Montana  in  meeting  its  consti- 
tutional goal  to  equitablv  fund  and  distribute  the  state's  share  of 
costs. 

The  flowcharts  on  page  14  represent  graphically  the  differ- 
ences between  the  present  system  and  a  proposed  alternative 
system  for  funding  the  foundation  program.  Under  the  present 
system,  the  state,  and  the  counties  under  direction  of  the  state, 
each  collect  certain  revenues  that  are  statutorily  designated  as 
funding  for  Montana's  schools.  Surplus  revenues  collected  by  the 
county  are  remitted  to  the  state.  Protested  and  delinquent  taxes 
are  absorbed  by  school  district  budgets.  Under  the  proposed 
system,  county  revenues  statutorily  designated  as  financing  for 
the  foundation  program  would  be  remitted  to  the  state  and  dis- 
tributed to  school  districts  along  with  state  equalization  aid.  The 
state  General  Fund  would  absorb  funding  shortages  caused  by 
protested  and  delinc^ucnt  taxes  until  the  tax  vv-as  collected.  By 
having  OPI  make  all  distributions  of  foundation  program  funds, 
each  district  would  be  ensured  of  receiving  its  foundation  entitle- 
ment. 

RECOMMENDATION    #1 

WE  RECOMMEND  THAT  LEGISLATION  BE  ENACTED  TO  CEN- 
TRALIZE THE  FUNDING  AND  ADMINISTRATION  OF  THE 
FOUNDATION    PROGRAM. 
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COUNTY   SURPLUS    REVENUE  ACCRUAL 

We  reviewed  the  estimates  prepared  by  OP!  for  county  sur- 
plus and  compared  these  to  actual  revenues  received  by  the 
counties  for  fiscal  years  19P3  and  1984.  Based  on  these  estimates, 
we  noted  three  counties  in  fiscal  year  1983  and  four  counties  in 
fiscal  year  1984  whose  actual  surplus  returned  was  less  than  the 
OP!  estimated  surplus  by  7  to  38  percent  and  13.8  to  100  percent, 
respectively.  At  fiscal  year-end  1983  OP!  did  not  set  up  any 
accrual  for  county  surplus.  At  fiscal  year-end  1984  OPI  only 
accrued  revenue  for  one  county  (the  100  percent  difference).  The 
accrual  figure  was  based  on  a  call  to  the  county  asking  what 
amount  would  be  sent  in.  OPI  did  not  follow  up  on  any  of  the 
other  variances. 

The  state  treasurer  records  county  surplus  revenue  as  cur- 
rent year  revenue  when  received.  OPI  should  ensure  this  revenue 
is  recorded  in  the  correct  year.  We  noted  three  instances  where 
this  correction  was  not  made  thereby  overstating  fiscal  year 
1983-84   revenue  bv   $1,788,480  and   1982-83    revenue   by   $241,524. 

OPI  personnel  stated  they  do  not  have  the  authority  to 
demand  payment  of  county  surplus  funds.  OPI  officials  also  stated 
they  feel  it  is  the  county  auditors'  responsibility  to  ensure  the 
correct  surplus  is  remitted.  A  Supreme  Court  decision  in  1974, 
Woodahl  vs.  Straub,  {520  P2d  776;  cert,  denied  419  v.s.  845) 
stated  if  funds  raised  bv  the  40  mill  levy  (now  45)  exceed  the 
amount  needed  to  fund  the  foundation  program  in  that  county,  the 
excess  is  to  be  remitted  to  the  state  for  deposit  in  the  Earmarked 
Revenue  Fund,  state  equalization  account.  This  decision  gives  the 
state  authority  to  collect  funds.  if  the  central  legislation  recom- 
mended in  this  audit  report  is  implemented  estimation  of  surplus 
will   not  be  necessary. 

RECO^/^^ENDATION    #2 
WE   RECOMMEND   OPI: 

A.  FOLLOW-UP     ON      VARIANCES      FROM      THE      ESTIMATED 
COLLECTIBLE   COUNTY   SURPLUS. 

B.  ENSURE    COUNTY    SURPLUS    REVENUE    IS    RECORDED    IN 
THE   CORRECT   YEAR   ON    THE  ACCOUNTING    RECORDS. 


15 


APPROPRIATION    COMPLIANCE 

We  performed  tests  to  ensure  OPI  conplied  with  specific 
language  in  the  Appropriation  Bills,  Laws  of  1981  and  1983.  We 
noted  four  instances  where  the  office  did  not  comply  with  specific 
appropriation  language.  In  the  previous  audit  report  two 
instances  of  noncompliance  with  specific  appropriation  language 
were  noted. 

Budget  Amendments 

Section  17-8-103,  MCA,  prohibits  the  expending,  contracting, 
or  obligating  of  an  amount,  in  any  one  year,  in  excess  of  the 
legislative  appropriation  or  authorised  budget  amendment  provided 
for  such   year. 

We  noted  four  instances  where  OP!  abated  expenditures  from 
an  appropriation  that  had  been  fully  expended  and  charged  them 
to  a  different  appropriation.  In  three  of  the  instances,  the  ex- 
penditures were  transferred  back  to  the  proper  appropriation  when 
budget  amendments  were  approved  two  to  five  weeks  later.  In  the 
fourth  instance,  federal  fiscal  year  1984  expenditures  were  charged 
to  a  federal  fiscal  year  1983  grant  and  never  corrected.  The 
problem  of  not  complying  with  the  budget  amendment  process  has 
been  cited   in  the  previous  two  audits. 

In  a  similar  instance,  payroll  expenditures  were  abated  from 
the  Audiovisual  Library  appropriation  and  charged  to  another 
appropriation.  The  expenditures  were  transferred  because  the 
Library  did  not  have  the  cash  to  pay  the  payroll  expenditures. 
The  transaction  was  reversed  six  weeks  later  when  the  Library 
received  revenue  from  its  film  rental  billings.  OPI  should  estab- 
lish  inter-entity  loans  to  alleviate  cash   flow  problems. 

RECOMMENDATION  #3 
WE  RECOMMEND  OPI: 

A.  COMPLY  WITH  THE  BUDGET  AMENDMENT  PROCESS. 

B.  MAKE  INTER-ENTITY  LOANS  WHEN  FUNDS  ARE  NEEDED 
TO  TEMPORARILY  COVER  EXPENDITURES. 
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Building   Space 

House  Bill  2,  Laws  of  1981,  Special  Session  1,  contains  a  line 
item  appropriation  for  building  space  and  states,  "(This  appropria- 
tion) contains  the  spending  authority  necessary  to  fund  the  lease 
agreement  and  other  related  costs  of  the  Office  of  Public  Instruc- 
tion building  at  1300  Tleventh  Avenue.  When  this  building  is  pur- 
chased by  the  state,  all  appropriated  funds  in  (this  appropriation) 
except  $3.02  per  square  foot  in  fiscal  1982  and  $3.09  per  square 
foot  in  fiscal  1983  in  proportion  to  the  tine  period  remaining  each 
fiscal  year  shall  revert."  We  reviewed  expenditures  charged 
against  this  appropriation.  In  addition  to  the  $3.09  per  square 
foot  allowed  by  the  appropriation,  $5,916  for  twelve  months  of  air 
conditioning  for  the  11th  Avenue  building  was  charged  against  the 
appropriation  .  This  same  problem  was  noted  in  the  prior  audit 
for  the  two  fiscal  years  ended  June  30,  1982.  We  noted  that 
$15,099  was  improperly  charged  to  this  appropriation  during  fiscal 
year  1981-82.  In  the  prior  audit  we  recommended  this  $15,099  be 
reverted  to  the  General  Fund.  The  office  did  not  concur  and  the 
reversion   was   not  made. 

OPI  officials  stated  the  air  conditioning  costs  were  not 
included  in  the  budget,  but  they  felt  the  cost  was  allowable  as  it 
was  necessary.  The  appropriation  language  clearly  limits  the 
allowable  charge?   to  $3.09   per   square  foot. 

RECOMMENDATION   #4 

WE    RECOMMEND    OPI    REVERT    THE    $5,916    AND    $15,099    FROM 

FISCAL     YEARS     1982-83     AND     1981-82,     RESPECTIVELY,     TO 

THE      GENERAL      FUND      TO      COMPLY      WITH       LEGISLATIVE 

APPROPRIATIONS. 


General    Fund    Reversion   for  Vocational-Technical   Center  Millage 

House  Bill  447,  Laws  of  1983,  states  "millage  received  by  the 
centers  from  the  1.5  mill  levy  over  $823,751  in  fiscal  year  1984  will 
revert  a  like  amount  to  the  General  Fund  each  year."  House  Bill 
2,    Laws    of   1981,    Special    Session,    had    a    similar    reversion    clause. 
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but  also  stated  "the  Superintendent  of  Public  lr\struction  may 
transfer  funds  .  .  .  between  vocational  education  centers."  The 
transfer  clause  was  not  in  House  Bill  447  which  provides  appro- 
priation  authority   for   fiscal   year   1983-84. 

OPI  transferred  $10,366  of  excess  miliage  collected  for  the 
Billings  center  to  the  Great  Falls  and  Missoula  centers  which  had 
undercollected  miliage  by  that  amount.  Since  the  transfer  clause 
was  not  in  House  Bill  447  the  $10,366  should  have  reverted  to  the 
General   Fund. 

RECOMMENDATION   #5 

WE    RECOMMEND    OPI     REVERT    THE    $10,366    MILEAGE    OVER- 
COLLECTION   TO  THE  GENERAL   FUND. 


Indirect  Costs 

House  Bill  2,  Laws  of  1981,  states  "General  Fund  money  shall 
revert  in  the  amount  indirect  costs  in  excess  of  these  amounts 
[$302,327]  are  recovered."  In  fiscal  year  1982-83  OPI  collected 
$602  of  indirect  costs  in  excess  of  the  House  Bill  2  limit  which 
were  not  reverted  to  the  General  Fund.  OPI  officials  stated  they 
did  not  realize  they  had  collected  indirect  cost  reimbursements  in 
excess  of  the  House  Bill   limit. 

RECOMMENDATION   #6 

WE    RECOMMEND    OPI    REVERT    $602    TO    THE    GENERAL    FUND 

FOR    INDIRECT    COSTS   COLLECTED   OVER  THE   HOUSE   BILL  2 

LIMIT. 


Summary 

As  outlined  in  the  previous  four  report  sections,  OPI  did  not 
comply  with  appropriation  language  in  obtaining  budget  amendments 
and  reverting  moneys  to  the  General  fund.  OPI  should  establish  a 
system     to     monitor     its     compliance     with     the     appropriation     laws. 
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Instances    of    noncompliance    were    also    noted     in    the    previous    two 
audits  of  OPI. 

RECOMMENDATION    #7 

WE    RECOMMEND   OPI    ESTABLISH    A   SYSTEM   TO   MONITOR    ITS 

COMPLIANCE   WITH    SPECIFIC   APPROPRIATION    LANGUAGE. 

FEDERAL   GRANT    COMPLIANCE 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
the  requirements  in  the  U.S.  Office  of  Management  and  Budget 
"Circular  A-102,  Attachment  P."  This  circular  provides  for  audits 
of  financial  operations,  including  compliance  with  certain  provisions 
of  federal   laws  and   regulations. 

The  Office  of  Public  Instruction  receives  federal  funds  from 
the  federal  agencies  starting  on  page  46.  We  reviewed  the  major 
compliance  areas  in  the  Chapter  II,  EHA  Part  B,  School  Foods, 
ESEA  Title  I,  and  Vocational  Education.  Areas  reviewed  included 
specific  grant  provisions,   cost  allowability,   and  grantor   reporting. 

We  determined  the  effects  of  noncompliance  on  program  accom- 
plishments and  allowability  of  costs.  We  noted  problems  in  our 
review  of  federal  compliance  with  subrecipients:  1)  not  receiving 
Attachment  P  audits;  and  2)  not  maintaining  the  maintenance  of 
level  of  effort.  OPI  did  not  make  their  match  on  the  school  food 
grant  for  fiscal  year  1983,  does  not  monitor  subrecipients  match, 
and  advances  excess  cash  to  subrecipients.  In  addition,  OPI 
submitted  incomplete  information  to  the  Vocational  Education  Data 
System.  These  items  are  discussed  in  the  following  sections. 
Nothing  came  to  our  attention  that  causes  us  to  believe  untested 
compliance  issues  are  not  in  accordatice  with  applicable  laws  and 
regulations. 

It  is  our  opinion  that  the  deficiencies  noted  did  not  signifi- 
cantly affect  the  successful  operations  of  the  programs  or  the 
allowability  of  costs  in  conformity  with  program  regulations  except 
as  noted  below. 
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Vocational   Education  Grant 

VEDS   Report    Information 

The  office's  Vocational  Education  grant  requires  submission  of 
data  to  the  Vocational  Education  Data  System  (VEDS)  for  the  state 
of  Montana.  VEDS  report  information  includes  data  on  enrollment 
in  secondary  and  postsecondary  vocational  education  programs  and 
employment  completer/leaver  status  of  students  who  have  graduated 
or   left  school. 

A  review  of  the  system  for  accumulating  and  reporting  VEDS 
data   revealed  the  following   problems   for  fiscal   year   1982-83: 

1.  Information  on  forms  2U04  and  2U04-7,  Part  A,  was  based 
on   projected  estimates  and   percentages. 

2.  The  remaining  parts  of  the  VEDS  report,  forms  240  and 
2404-7,  Parts  B  and  C,  were  not  completed  because  the 
information   was   not  available. 

3.  Only  the  central  region  of  the  state's  postsecondary 
programs  {approximately  1/3  of  the  state)  w?s  used  in 
compiling  information.  OPI  requested  federal  approval 
for  the  sampling  plan.  No  such  written  approval  has 
been   received. 

OPI  officials  stated  information  was  compiled  for  only  a  por- 
tion of  the  state  as  OPI  was  in  the  process  of  setting  up  a  system 
to  accumulate  information.  Also,  information  concerning  the  break- 
down of  enrollment  and  completer/ leaver  information  hv  race  and 
gender  was  based  on  subjective  information  as  OPI  did  not  collect 
this  type  of  information  based  on  legal  advice  from  the  office's 
attorney. 

Because  of  the  above  noted  problems  wc  were  not  able  to  give 
an  opinion  on  the  reasonableness  of  the  statistical  information  for 
the  VEDS  report.  OPI  is  compiling  postsecondary  information  from 
the  entire  state  for  the  1984  VEDS  report.  The  enrollment  and 
completer/ leaver  forms  used  in  compiling  data  will  also  gather  race 
and  gender  information.  Since  the  Office  of  Public  Instruction  is 
in  the  process  of  compiling  complete  information  for  the  1984 
report,   we  make  no  recommendation. 
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Overstatement  of  Expenditures  on   VEDS   Report 

OPI  reported  two  incorrect  expenditure  amounts  on  the  1982 
VEDS  financial  status  reports.  The  non-federal  portion  of  120 
Handicapped  expenditures  is  overstated  by  $169,206.94  and  the 
non-federal  portion  of  120  Apprenticeship  expenditures  is  over- 
stated by  $'43,778.  OPI  officials  stated  the  misstatements  were 
human   error. 

RECOMMENDATION    #8 

WE     RECOMMErJD     OPI     FILE    AM     AMENDED     VEDS     FINANCIAL 

STATUS   REPORT    FOR    FISCAL  YEAR    1982. 


Attachment   P  Audits  of  Subrecipients 

OMB  Circular  A-102,  Attachment  P,  states,  "Recipients  (of 
federal  assistance)  shall  require  subrecipients  that  are  state  and 
local  governments  or  Indian  tribal  governments  to  adopt  the 
(audit)  requirements  in  Attachment  P."  During  our  audit  period 
OP!  did  not  ensure  Attachment  P  audits  were  conducted  for  sub- 
recipients.  Federal  funds  distributed  to  local  educational  agencies 
(LEAs)  by  OPI  totalled  $20.4  million  in  fiscal  year  1982-83  and 
$24.6   million    in   fiscal   year   1983-84. 

OPI  included  subrecipient  audit  requirements  in  its  grant 
agreements  during  the  audit  period.  OPI  did  not  ensure  the 
audits  were  performed.  The  problem  of  OPI  not  ensuring  sub- 
recipients  received  on  Attachment  P  audit  has  been  noted  in  two 
previous  audit  reports.  Failure  to  comply  with  OMB  requirements 
could  be  a  basis   for  future  sanction  of  federal  funds. 

The  Local  Government  Services  Division  of  the  Department  of 
Commerce,  or  a  public  accounting  firm  under  contract  with  Depart- 
ment of  Commerce,  audits  most  of  the  subrecipients  of  OPI. 
Officials  of  the  Local  Government  Services  Division  stated  Attach- 
ment P  audits  were  not  conducted  during  our  audit  period.  An 
audit  plan  has  been  implemented  by  the  Department  of  Commerce 
under  which  school  district  audits,  starting  in  fiscal  year  1985  for 
fiscal  year  1984,  vj\\\  be  performed  in  accordance  with  the  provi- 
sions of  Attachment   P. 
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As  a  grantor,  OPI  has  indicated  they  rely  on  LEA's  certified 
expenditure  reports  to  ensure  matching  requirements  and  mainte- 
nance of  level  of  effort  requirements  are  met.  Without  monitoring 
to  determine  Attachment  P  audits  of  subrecipients  have  been 
performed,  OPI  does  not  have  assurance  LEAs  are  complying  with 
federal   regulations. 

RECOMMENDATIOM    #9 
WE   RECOMMEND   OPI: 

A.  REOUIRE  SUBRECIPIENTS  TO  ADOPT  THE  AUDIT 
REQUIREMENTS  IN  OMB  CIRCULAR  A-102,  ATTACH- 
MENT   P. 

B.  ENSURE   THE    REQUIRED   AUDITS   ARE    PERFORMED. 


Subrecipicnt  Cash  Distributions 

Under  the  terms  of  its  letter  of  credit,  OPI  may  order  as 
much  as  three  day's  supply  of  cash.  Federal  regulations  require 
the  cash  advances  made  to  subrecipients  conform  substantially  to 
the  same  standards  of  timing  and  amount  as  apply  to  advances  to 
OPI.  Subrecipients  receive  separate  cash  disbursements  for  each 
program  funded  through  OPI.  We  noted  the  following  exceptions 
to  the  three-day   letter  of  credit   term. 


1.  School  districts  with  Title  I  programs  generally  receive  a 
30  day  cash  advance.  OPI  bases  these  monthly  a(ivances  on 
quarterly  reports.  Unless  the  school  reports  a  high  cash 
balance,  OPI  advances  one-third  of  the  schools'  estimated 
quarterly  needs  each  month  over  the  next  quarter. 

2.  Subrecipients  under  the  ABE  grant  receive  an  equal  portion 
of  the  annual  grant  award  each  month. 

3.  OP!  forward  funds  75  percent  of  the  Vocational  Education 
grant  to  districts  at  the  beginning  of  the  grant  period.  It 
does  not  monitor  whether  the  districts  spend  the  funds  or 
have  excess  cash  on  hand.  Since  we  did  not  audit  subrecipi- 
ents, we  did  not  determine  the  dollar  effect  of  the  excess 
cash. 
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This  condition  was  also  noted  in  the  prior  audit  report  on 
OPI.  OPI  concurred  with  the  recommendation  to  obtain  formally 
documented  federal  approval  of  deviations  from  federal  regulations 
regarding  cash  advances.  However,  during  our  follow-up  work  on 
prior  audit  recommendations,  OPI  was  unable  to  produce  any  such 
docunentation, 

RECOMMENDATION    #10 
WE   RECOMMEND   OPI: 

A.  OBTAIN  FORMALLY  DOCUMENTED  FEDERAL  APPROVAL 
OF  DEVIATIONS  FROM  FEDERAL  REGULATIONS 
REGARDING    CASH   ADVANCES,    OR 

B.  COMPLY  V/ITH  THE  LETTER  OF  CREDIT  PROVISION  FOR 
SUBRECIPIENT   CASH   DISBURSEMENTS. 


School    Lunch   Grant 

State  Match   Requirements 

OPI  did  not  meet  the  state  match  requirement  on  the  National 
School  Lunch  Program  in  fiscal  year  1983.  The  required  match 
would  have  been  $673,789.  OPI  did  not  make  this  match  by 
$9,618.      The  federal   regulations  state: 

"Failure  to  match  -  If,  in  any  school  year,  a  State  fails 
to  meet  the  State  revenue  matching  requirement,  as 
prescribed  in  paragraph  (a)  of  this  section,  the  general 
cash-for-food  assistance  funds  utilized  by  the  State 
during  that  school  year  shall  be  subject  to  recall  by  and 
repayment  to   FNS," 

Agency    officials    stated    the    failure    to    meet    the    match    was    human 
error. 

RECOMMENDATION    #11 

WE  RECOMMEND  OPI  PROPERLY  MATCH  FEDERAL  GRANT 
FUNDS  WITH  STATE  MONEYS  IN  ACCORDANCE  WITH  THE 
GRANT  AGREEMENT. 
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EHA   Part   B   Grant 

LEA  Maintenance  of  Effort 

Federal  regulations  require  that  Local  Education  Agency 
(LEA)  applicants  for  the  Education  of  Handicapped  (EHA)  part  B 
grants  use  the  funds  to  supplement  and  not  supplant  the  state  and 
local   funds   spent  to  educate  the  handicapped. 

Applications  for  EHA  part  B  funds  require  the  LEA  to  report 
the  previous  year's  actual  expenditures  of  non-federal  funds  for 
handicapped  children's  education  and  the  current  budget  for  non- 
federal funds  to  be  spent  on  handicapped  children's  education. 
OP!  does  not  follow-up  on  all  schools  to  ensure  what  was  budgeted 
was  spent.  We  tested  six  applications  and  noted  one  instance 
where  the  actual  expenditures  decreased  between   fiscal  years. 

Actual  Budgeted  Actual  Budgeted 

1983  1981  ^98li  1985 

Applicant       Expenditures      Expenditures    Expenditures    Expenditures 

1  $265,075  $293,214  $238,128  $239,265 


Under  OPI's  current  monitoring  system  the  application  would 
be  approved  because  in  both  fiscal  year's  1984  and  1985  the 
budget  exceeded  the  previous  year's  actual  expenditures.  Duo  to 
the  decrease  in  actual  expenditures,  we  can  not  determine  if  the 
applicant   is  supplanting   funds. 

We  noted  two  instances  where  schools  had  been  reporting  all 
non-federal  funds  they  had  expended  and  budgeted  regardless  of 
the  funds  used.  Applicants  are  only  to  report  those  moneys  spent 
for  educating  the  handicapped.  OPI  did  revise  the  1985 
applications  for  this  error.  OPI  does  not  ensure  that  all  appli- 
cants spend  the  money  budgeted  on   handicapped  education. 
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RECOMMENDATION    #12 

WE    RECOMMEND    OPI    MONITOR    SCHOOLS'    APPLICATIONS    TO 

ENSURE    LOCAL    EDUCATION    AGENCIES    DO    NOT    SUPPLANT 

STATE     OR      LOCAL     LEVELS     OF     FUNDING     WITH      FEDERAL 

FUNDS. 


Timeliness  of  Grant   Reports 

Federal  agencies  have  established  reportinq  deadlines  for 
receiving  reports  submitted  by  grantees.  We  looked  at  the 
timeliness  of  submission  for  federal  grant  reports  and  found  four 
out  of  eight  of  the  reports  tested  were  submitted  late.  The  late 
reports  included  a  financial  status  report,  the  Vocational  Education 
Data  system  report  and  two  Civil  Rights  Annual  Compliance  reports. 
The  reports  were  from  six  to  thirty  days   late. 

RECOMMENDATION    #13 

WE     RECOMMEND     OP!     ENSURE     FEDERAL     GRANT     REPORTS 

ARE   SUBMITTED  ON   A  TIMELY    BASIS. 


ACCOUNTING    ISSUES 

While  performing  tests  in  the  various  audit  areas  at  OPI  a 
number  of  accounting  issues  were  noted.  These  problems  are 
discussed   in  the  following   paragraphs. 

Fund   Classification 

The  state  accounting  records  are  organized  utilizing  a  fund 
structure  specified  in  section  17-2-102,  MCA.  During  our  audit 
period  OPI  was  accounting  for  some  discretionary  grant  moneys  in 
the  Agency  Fund.  These  grant  moneys  should  have  been  accounted 
for  in  the  Special  Revenue  Fund.  This  resulted  in  a  qualification 
of  our  opinion  on  the  financial  schedules.  No  recommendation  is 
made  because  the  activity  is  properly  recorded  on  the  accounting 
records   in   fiscal   year   1984-85. 
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Sections  20-7-201  nnd  20-3-108,  MCA,  require  the  Superinten- 
dent of  Public  Instruction  to  establish  an  Enterprise  Fund  for  the 
resource  and  assessment  account  and  the  audiovisual  library. 
Both  these  entities  were  recorded  on  the  accounting  records  as 
Special  Revenue  Funds  during  the  audit  period.  The  entities  were 
appropriated  in  House  Bill  447,  Laws  of  1983,  from  state  Special 
Revenue  funds.  OPI  personnel  stated  they  were  unaware  of  the 
specific  statutory  requirement  to  place  these  entities  in  Enterprise 
Funds. 

RECOMMENDATION    #14 

WE  RECOMMEND  OPI  ACCOUNT  FOR  THE  RESOURCE  ASSESS- 
MENT AND  AUDIOVISUAL  LIBRARY  IN  THE  FUNDS 
REOUIRED   BY   STATE   LAW. 


Audiovisual    Library 

OPI  operates  an  audiovisual  library  that  rents  films  to 
schools.  We  noted  the  following  problems  concerning  the  audio- 
visual  library. 

Film  Additions 

OPI  recorded  the  value  of  the  audiovisual  library  on  the  state 
Property  Accountability  Management  System  (PAMS)  in  December  of 
1982  at  a  cost  of  $1,517,244,  During  fiscal  year  1983-84  OPI 
purchased  films  for  $25,300  for  the  library  that  were  not  recorded 
on  PAMS.  OPI  should  update  PAMS  at  least  once  a  year  for  any 
additions. 

RECOMMENDATION    #15 

WE    RECOMMEND    OPI    RECORD    FILM   ADDITIONS    ON    PAMS    AT 

LEAST  ANfJUALLY. 
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Administrative  Costs 

OP!  charged  the  library  account  $11,000  for  accounting  and 
data  processing  services  in  fiscal  year  1982-83.  Personnel  could 
not  provide  support  showing  the  fee  charged  represented  the  cost 
of  services  provided.  No  charge  was  made  for  administrative  costs 
in  fiscal  year   1983-8'}. 

Costs  charged  to  the  library  should  be  accurate  to  allow 
calculation  of  film  rental  rates  to  recover  costs  as  the  library  is  an 
Enterprise  Fund.  These  charges  should  be  supported  by  auditable 
records   reflecting   the  cost  of  the  services  performed. 

RECOMMENDATION   #16 
WE   RECOMMEND   OPI: 

A.  CHARGE    FOR    ADMINISTRATIVE    COSTS    OF   THE   AUDIO- 
VISUAL  LIBRARY. 

B.  DOCUMENT     THE     BASIS     FOR     CHARGING    ADMINISTRA- 
TIVE  COSTS   TO   THE  AUDIOVISUAL   LIBRARY. 


Leases 

A  word  processor  obtained  on  an  installment  purchase  option 
is  incorrectly  being  recorded  on  PAMS  each  month  at  the  monthly 
installment  amount.  State  policy  requires  installment  purchase 
options   be   recorded  at  total  cost  when   the  fixed  asset   is  acquired. 

We  also  found  a  lease  for  a  test  scorer  which  is  improperly 
recorded  on  PAMS.  This  is  a  capital  lease  which  should  be 
recorded  at  cost  when  acquired.  OPI  is  capitalizing  the  lease 
amount  as  each  payment   is  made. 

These  errors  result  in  general  fixed  assets  being  understated 
by  $22,924.  In  the  previous  audit  report  we  noted  that  OPI  was 
not  properly  accounting   for  capital   leases. 

RECOMMENDATION    #17 

V/E     RECOMMEND     OPI      RECORD      INSTALLMENT      PURCHASES 

AND      CAPITAL      LEASES      IN      ACCORDANCE      WITH      STATE 

POLICY. 
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MANAGEMENT   REVIEW 

During  our  audit  we  noted  the  following  errors  in  the  office's 
accounting   records. 

A  correction  of  an  error  for  a  1982-83  state  equalization  aid 
payment  was  made  in  fiscal  year  198^  and  charged  to  current  year 
expenditures.  The  $134,444  adjustment  should  have  been  charged 
to  prior  year  expenditure  adjustments  as  it  was  a  correction  of  a 
prior  year  payment. 

At  fiscal  year-end  1983-84  a  large  duplication  of  estimated 
revenue  for  carry  forward  revenue  existed  because  of  the  fund 
structure  change  at  fiscal  year-end  1983.  Revenue  estimates  were 
established  in  both  the  Agency  and  Special  Revenue  funds  for  the 
same  anticipated  revenue.  These  duplications  should  have  been 
eliminated   from  one   fund  on   the  accounting    records. 

We  noted  an  instance  where  a  current  year  revenue  account 
was  erroneously  used  when  attempting  to  increase  a  prior  year 
revenue.  This  resulted  in  a  $56,777  overstatement  of  revenue  in 
fiscal  year   1983   in  the  Special   Revenue  Fund. 

Revenue  transferred  from  STIR  was  recorded  as  Licenses  and 
Permits   rather  than   Investment   Earnings. 

County  surplus  revenue  of  $2,128,867.34  for  Sheridan  County 
in  fiscal  year  1984  was  coded  to  the  wrong  object  of  revenue  when 
it  was  received  during  fiscal  year-end  1984  (deficiency  levy 
object).  OPI  should  review  revenue  coding  of  surplus  receipts  to 
ensure  the  proper  coding    is   being   used. 

A  correcting  entry  was  input  by  the  Department  of  Adminis- 
tration, Centralized  Services  after  the  transaction  had  been  cor- 
rected by  OPI.  As  a  result  fiscal  year  1981-82  revenue  and 
1982-83  revenue  were  overstated  and  understated  respectively  by 
$2,185,817  in  the  Special  Revenue  Fund.  OPI  should  review  its 
accounting  records  for  transactions  input  by  other  agencies  to 
ensure  the  transactions  are  correct. 

The  $3,571,967  interest  from  the  Education  Trust  and  Local 
Impact  Funds  for  fiscal  year  1981-82  was  incorrectly  recorded  as  a 
current  year  transfer   in    1982-83. 

OPI  should  establish  procedures  to  adequately  review  account- 
ing  documents   before  they  are   processed. 


RECOMMENDATION    #18 

WE    RECOMMEND   OPI    REVIEW    ITS   ACCOUNTING    RECORDS   TO 

ENSURE   THE    RECORDS  ARE  ACCURATE. 


INTERNAL   CONTROL 

We  have  examined  the  financial  schedules  of  the  Office  of 
Public  Instruction  for  the  two  fiscal  years  ended  June  30,  1984. 
We  issued  our  opinion  dated  September  28,  1984,  on  these  sched- 
ules. As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  office's  control  system.  Our  study  evaluated  the  system  as 
required  by  generally  accepted  governmental  auditing  standards 
for  financial  and  compliance  audits.  We  classified  the  controls  in 
the  following  categories: 

1.  expenditures/liabilities; 

2.  cash; 

3.  grants; 

4.  revenue/ receivables; 

5.  property,    plant,   and  equipment;   and 

6.  payroll. 

Our  study  included  the  control  categories  listed  above.  We  applied 
alternative  audit  tests  to  revenue/receivables,  property,  plant, 
and  equipment,  and  payroll  as  we  determined  it  was  more  efficient 
to  expand  substantive  testing  for  these  areas.  Through  our 
study,  we  determined  the  nature,  timing,  and  extent  of  our  audit- 
ing procedures.  We  did  not  evaluate  the  control  system  to  the 
extent  necessary  to  give  an  opinion  on  either  individual  segments 
or  the  svstem  as  a   whole. 

The  management  of  the  Office  of  Public  Instruction  is  respon- 
sible for  establishing  ancJ  maintaining  a  system  of  accounting 
control.  In  fulfilling  this  responsibility,  estimates  and  judgments 
by  management  are  required  to  assess  the  expected  benefits  and 
related  costs  of  control  procedures.  The  objectives  of  a  system 
are  to  provide  management  with  reasonable  assurance  that: 
1 )  assets  are  safeguarded  against  loss  from  unauthorized  use  or 
disposition;      2)    transactions      are     executed      in      accordance      with 
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management's  authorization;  and  3)  transactions  are  recorded 
properly  to  permit  the  preparation  of  financial  schedules  in  accor- 
dance with  state  accounting  policies.  Inherent  limitations  in  any 
system  of  controls  may  cause  errors  or  irregularities  to  remain 
undetected.  The  current  system  evaluation  should  not  be  used  to 
project  to  future  periods  since  the  procedures  may  become  inade- 
quate or  compliance  with   them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in 
the  system.  Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  controls  used  by  the  Office  of  Public  Instruction.  Our 
evaluation  disclosed  the  conditions  relating  to  federal  grant  compli- 
ance and  management  review  of  accounting  records  detailed  on 
pages  19  through  25,  28  and  29  that  could  resLilt  in  financial 
schedule  errors  that  could   be  difficult  to  detect. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the   Legislative  Audit  Committee,    is  a  matter  of  public   record. 

PRIOR  AUDIT    RECOMMENDATIONS 

The  previous  audit  of  the  office,  for  the  two  fiscal  years 
ended  June  30,  1982,  contained  eighteen  individual  recommenda- 
tions. Of  the  sixteen  recommendations  still  applicable  to  the 
office's  operations,  seven  have  been  implemented,  two  partially 
implemented,  and  seven  have  not  been  implemented.  In  the 
previous  audit  the  agency  concurred  with  six  of  the  recommenda- 
tions  it  has  not  implemented. 

Recommendations  that  the  office  has  taken  inadequate  cor- 
rective action  on  are  discussed  in  various  sections  of  this  report 
listed   below: 
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Report  Sort  ions 

Cpntralization  of  the  Foundation  Program 
County  Surplus  Revenue  Accrual 
Appropriation  Compliance 

Budget  Amendments 

Building  Space 
Federa]  Grant  Compliance 

Attachment  P  Audits  of  Subreciplents 

Subreclpient  Cash  Distributions 
Audiovisual  Library 

Film  Additions 

Administrative  Costs 
Leases 


Discussed  on  Page 


12 
15 

16 
17 

21 
22 

26 
26 
26 


A  separate  audit  report  was  issued  for  the  two  fiscal  years 
ended  June  30,  1983  that  relates  to  the  vocational-technical  cen- 
ters. The  financial  and  compliance  issues  were  addressed  by  the 
Office  of  Public  Instruction.  Of  the  eight  recommendations  appli- 
cable to  the  office's  operations,  one  has  been  implemented  and 
seven  have  not  been  implemented. 
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AUDITOR'S    REPORT  AND   FINANCIAL  SCHEDULES 


STATE  OF  MONTANA 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


^itxtt  itf  tit^  'ft^hintiixt  ^ubitax 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.  GILLETT 

FINANCIAL/COMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 

PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana   State   Legislature: 

We  have  examined  the  Schedule  of  Changes  in  Fund  Balance; 
the  Schedule  of  Revenue  and  Transfers-ln  -  Estimate  and  Actual; 
the  Schedules  of  Program  Expenditures  and  Transfers-Out  by 
Fund  -  Budget  and  Actual;  the  Schedules  of  Program  Expenditure? 
and  Transfers-Out  by  Object;  and  the  Schedule  of  Agency  Fund 
Additions  and  Deductions  of  the  Office  of  Public  Instruction  (OPI) 
for  the  fiscal  years  ending  June  30,  1983  and  1984.  Our  examina- 
tion was  made  in  accordance  with  generally  accepted  governmental 
auditing  standards,  and  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we 
considered   necessary   in   the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  office's 
financial  schedules  are  prepared  in  accordance  with  state  account- 
ing policy.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in  conformity  with  generally  accepted  accounting   principles. 

OPI  accounted  for  federal  grant  expenditures  in  the  Agency 
Fund.  According  to  state  accounting  policy,  discretionary  grant 
money  should  be  accounted  for  in  the  Special  Revenue  Fund.  The 
resulting  misstatements  are  described   in   Note  5. 

During  fiscal  year  1982-83  OPI  understated  current  year 
transfers-in  the  Special  Revenue  Fund  by  $32,000,000.  Prior  year 
transfers-in  adjustments  were  misstated  by  the  same  amount. 

During  fiscal  year  1983-81  OPI  incorrectly  accounted  for  the 
audiovisual     library    and    the    resource    and    assessment    accounting 
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entities  in  the  Special  Revenue  Fund.  State  law  requires  that  the 
entities  be  accounted  for  in  the  Enterprise  Fund.  The  misstate- 
ments are  outlined  in  Note  6.  Depreciation  expense  would  be 
recorded  in  the  Enterprise  Fund.  We  were  unable  to  determine  the 
dollar  value  of  this  expense. 

Due  to  the  double  correction  of  an  error,  revenue  in  the 
Special  Revenue  Fund  for  fiscal  year  1982-83  is  understated  by 
$2,185,817  and   prior  year   revenue   is  overstated  by   $2,185,817. 

Revenues  in  the  Expendable  Trust  Fund  of  $356  and  $802  in 
fiscal  years  1983-84  and  1982-83,  respectively,  were  recorded  as 
licenses  and   permits   rather  than   investment  earnings. 

County  surplus  collections  were  not  recorded  in  the  proper 
year.  This  error  overstated  fiscal  year  1983-81  revenues  and 
understated  prior  year  revenue  adjustments  by  $1,788,479  and 
$2,062,397,  respectively,  in  the  Special  Revenue  Fund.  In  addi- 
tion, transfers-in  are  overstated  and  prior  year  transfers-in  are 
understated  by  $3,571,967  in  fiscal  year  1982-83  in  the  Special 
Revenue   Fund. 

In  our  opinion,  except  for  the  effects  of  the  matters  dis- 
cussed in  paragraphs  three  through  eight,  the  financial  schedules 
listed  below  present  fairly  the  results  of  operations  and  the 
changes  in  fund  balance  of  such  funds  of  the  Office  of  Public 
Instruction  for  each  of  the  fiscal  years  ended  June  30,  1983  and 
1984,  in  conformity  with  the  basis  of  accounting  described  in 
Note   1  ,   applied  on  a  consistent  basis. 
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Schedule  Name 

Schedule  of  Changes 
in  Fund  Balance 

Schedule  of  Revenue  and 
Transfers-In  -  Estimate 
and  Actual 

Schedule  of  Program  Expend- 
itures and  Transfers-Out  by 
Fund  -  Budget  and  Actual 

Schedule  of  Program  Expend- 
itures and  Transfers-Out  by 
Object 

Schedule  of  Agency  Fund 
Additions  and  Deductions 


Fund 


Fiscal  Year 


Special  Revenue     1983,  1984 


Special  Revenue 
Expendable  Trust 


Special  Revenue 


Agency 


1983,  1984 
1983,  1984 


1983,  1984 


1983,  1984 


1983,  1984 


In  our  opinion  the  schedules  listed  below  present  fairly  the 
results  of  operations  and  the  changes  in  fund  balance  of  such 
funds  of  the  Office  of  Public  Instruction  for  each  of  the  fiscal 
years  ended  June  30,  1983  and  1984,  in  conformity  with  the  basis 
of  accounting  described   in   Note  1  ,   applied  on  a  consistent  basis. 


Schedule   Name 

Schedule   of   Changes 
in   Fund    Balance 

Schedule   of   Revenue   and   Trans- 
fers-In  -   Estimate    and   Actual 

Schedule  of  Program  Expend- 
itures and  Transfers-Out  by 
Fund   -   Budget   and   Actual 


Fund 

General 
Expendable  Trust 

General 


Fiscal  Year 

1983,  1984 
1983,  1984 

1983,  1984 


General  1983,  1984 

Expendable  Trust     1983,  1984 


Our    examination     was    made    for    the    purpose    of    forming    an 
opinion    on    the    financial    schedules    referred    to    in    paragraph    one. 
The  accompanying   Schedule  of  Federal   Program   Income  and   Expendi- 
tures  is   presented   for  additional   analysis  and   disclosure   purposes. 
The    schedule    has    been    subjected    to    the    tests    and    other    auditing 
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procedures  applied  in  the  examination  of  the  financial  schedules 
above,  and  in  our  opinion,  is  fairly  stated  in  all  material  respects 
in   relation   to  the  financial   schedules   referred  to  in  paragraph  one. 


Respectfully  Submitted, 

ibmes   H.    Gillett,    CPA 
Deputy   Legislative  Auditor 


September  28,    1984 


Approved: 


Robert  R.    Rimdwood 
Legislative  Auditor 
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OFFICE  OF  PUBLIC  INSTRUCTION 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


General  Fund 


Special    Expendable 
Revenue  Fund  Trust  Fund 


FUND  BALANCE,  July   I,  1982 

ADDITIONS: 
Fiscal  Year  1983: 

Revenue  and  Transfers-In 

Non-Budgeted  Revenue 

Prior  Year  Revenue 

Prior  Year  Revenue  Adjustment 

Prior  Year  Transfer 

Support  from  State  of  Mont.ina 

Cash  Transfer  In 
Fiscal  Year  1984: 

Revenue  and  Transfers-In 

Non-Budgeted  Revenue 

Prior  Year  Revenue 

Prior  Year  Transfers-In 

Cash  Transfer-In 

Prior  Year  Transfers-In  Adjustment 

Support  from  State  of  Montana 
Total  Additions 


-0- 


$81.334.824   $  6,731 


49.242" 


3,621,256 


51,384 


I 


48,099,570 
51,821,452 


1,348,743 

(5,631,914) 
2.267,132 
16.981 

87,114.423 

56,882,966^ 

13,026 

5,817 

92,032,065 

76,947 

234,126,186 


802 


356 


1,158 


REDUCTIONS: 

Fiscal  Year  1983: 
Expenditures  and  Transfers-Out 
Non-Budgeted  Expenditures 
Non-Budgeted  Prior  Year  Expenditure 

Adjustment 
Prior  Year  Expenditure  Adjustment 
Prior  Year  Transfers-Out  Adjustment 
Prior  Year  Expenditures 
To  Close  Accounting  Entity 
Direct  Entry  to  Fund  Balance 

Fiscal  Year  1984: 
Expenditures  and  Transfers-Out 
Non-Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustment 
Direct  Entry  to  Fund  Balance 
Prior  Year  Transfers-Out  Adjustment 
To  Close  Accounting  Entity 
Total  Reductions 


35.693.840    151.981.548" 


(14,261) 

(32,000,000) 

(8.272) 

(809) 


48,174,636 

(23,672) 
(10) 


51,821.452 


38,691 
13,733 


299.184 

159,540,626^ 

(3,365) 

43,057 

5.817 

438.126 

312.357.417 


6,000 
(2.500) 


2.500 


6,000 


FUND  BALANCE,  June  30,  1984 


-0- 


$   3,103,593   $  1,889 


This  represents  $51,360  of  revenue;  and  $25  of  non-budgeted  revenue. 

2 
This  represents  $38,869,903  of  revenue;  $103,227  of  nnn-budgeteil  revenue;  and  $17,909,835  of  budgeted  transf ers-ln. 

3 
This  represents  $49,209  of  revenue;  and  $33  of  non-budgeted  revenue. 

This  represents  $24,755,274  of  revenue;  $1,000  of  non-budgeted  revenue;  $8,530,438  of  budgeted  transf ers-ln;  and 
($31,937,969)  of  non-budgeted  transf ers-ln. 

This  represents  $151,677,996  of  expenditures  and  $303,552  of  budgeted  transfers-out. 

This  represents  $35,914,636  of  expenditures  and  $12,260,000  of  budgeted  transfers-out. 

This  represents  $159,138,866  of  expenditures  and  $401,760  of  budgeted  transfers-out. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  Information  Is  provided 
in  the  notes  to  the  financial  schedules  on  pages  43  through  45. 
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OFFICE  OF  PUBLIC  INSTRUCTION 

SCHEDULE  OF  REVENUE  AND  TRANSFERS-IN 

ESTIMATE  AND  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  1984 


Licenses 
and  Permits 


Taxes 


Service  Fees 


Fines 


Sales  of 

Documents,  Rentals 

Merchandise,  Leases   and 

Reimbursements   and  Property  Royal  ties 


Miscellaneous 


Grants,  Gifts 

Bequests 
and  Donations 


Transfers 


Federal 
Assistance 


Totals 


FISCAL  YEAR  1983-84 

General  Fund 

Estimated  Revenue  and  Transfers-In 
Actual  Revenue  and  Transfers-In 
Collections 
Over (Under)  Estimate 

Special  Revenue  Fund 

Estimated  Revenue  and  Transfers-In 
Actual  Revenue  and  Transfers-In 
Collections 
Over(Under)  Estimate 

Expendable  Trust  Fund 

Estimated  Revenue  and  Transfers-In 
Actual  Revenue  and  Transfers-In 
Collections 
Over(Under)  Estimate 


$50,000 
51,360 

$  1,360 


$  -0- 
356 

$   356 


$28,758,859 
20,907,378 

$(7,851,481) 


$175,000 
129,529 

$(45,471) 


$  650,000 
660,209 

$   10.209 


$  48,000 
14,828 

$(33,172) 


(1) 


$28,000 
38.809 

$10,809 


$  20,000 
16.931 

$  (3,069) 


$  -0- 


24 


24 


$  21,605,820 
17,909.836 

$  (3,695.984) 

$16,479,536 
17,102,220 

$   622,684 

$ 

L 

50,001 
51,384 

1,383 

$  8.000 
103,226 

$  95,226 

$  67, 

56, 

$(10: 

,773.215 
,882.966 

,890,249) 

$  11,000 
-0- 

$ 

L 

11,000 
356 

$(11,000) 

(10,644) 

FISCAL  YEAR  1982-83 

General  Fund 

Estimated  Revenue  and  Transfers-In 
Actual  Revenue  and  Transfers-In 
Collections 
Over(Under)  Estimate 

Special  Revenue 

Estimated  Revenue  and  Transfers-In 
Actual  Revenue  and  Transfers-In 
Collections 
Over(Under)  Estimate 

Expendable  Trust  Fund 

Estimated  Revenue  and  Transfers-In 
Actual  Revenue  and  Transfers-In 
Collections 
Over(Under)  Estimate 


$50,000 
49,209 

$   (791) 


$  -0- 


802 


802 


$     10 
33 

$     23 

$1,000,000 
625,397 

$  (374,603) 

$343,000 
340,802 

$  (2,198) 

$15,000 
18,842 

$  3,842 

$  15,000 
4,950 

$(10,050) 

$  -0- 
61,281 

$61,281 

$18.405..654 
10,265.887 

$(8,139,767) 

$180,000 

138,447 

$(A1,553) 

$  -0- 
1.750 

$   1,750 

$  11,000 
-0- 

$(11,000) 

$  5,200,000 
(23.846.254) 

$(29.046.254) 


$10,254,817 
13.737.641 

$  3,482,824 


$     50,010 
49,242 

$ (768) 


$  35,413,471 
1,348,743 

$(34,064,728) 


$     11,000 
802 

$    (10,198) 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  43  through  45. 


Additional  information  is  provided  in  the  notes  to  the 
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OFFICE  OF  PUBLIC  INSTRUCTION 


GENERAL  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 
Grants 
Transfers 

Total  Actual 
Unspent  Appropriation  Authority 


SPECIAL  REVENUE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Local  Assistance 
Grants 

Total  Actual 
Unspent  Appropriation  Authority 

EXPENDABLE  TRUST  FUND 
Budget 
Actual 
Operating  Expenses 
Total  Actual 
Unspent  Appropriation  Authority 

PROGRAM  TOTAL 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Grants 
Transfers 
Local  Assistance 
Total 
Unspent  Appropriation  Authority 


SCHEDULE  OF  PROGRAM  EXPENDITURES 

AND  TRANSFERS- 

-OUT 

BY  FUND  - 

BUDGET  AND  ACTUAL 

FOR  FISCAL 

YEAR  ENDED  JUNE  30 

,  1984 

Chief  State 
School  Officer 

Bas 

1. 

;ic  Skills 
895,443 

Vocational 
Education 

$325,496 

Administrative 
Services 

Special 
Services 

141,083 

Distribution  to 
Public  Schools 

$  78,204,723 

Totals 

$162,460 

$ 

799,017 

$ 

$  80.528,222 

71,946 
52,986 

668,678 

153,963 

36,812 

9,897 

278,164 

41,507 

733 

542,107 

212,990 

16,311 

117,570 
11,011 

303,320 

32,183,032 

1,213,609 

12,260,000 

45,959,961 

$  32,244,762 

1,678,465 

775,777 

53,856 

9,897 

32,183.032 

1,213,609 

12,260,000 

124,932 
$  37,528 

$~ 

869,350 
26,093 

320,404 
$   5,092 

$ 

771,408 
27,609 

$ 

128,581 
12,502 

48,174,636 
$  32,353,586 

$  32,000 

$ 

473,574 

$416,388 

$1 

,113,501 

$1 

,245,087 

$157,310,057 

$160,590,607 

61 
30,550 

216,856 

104,258 

3,417 

31,969 

242,713 

72,247 

2,449 

81,602 

658,453 

303,180 

6,489 

113,855 

508,640 

352,727 

45,759 

174,334 

156,454,395 

136,672 

156,591,067 

$    718,990 

1,626,723 

862,962 

58,114 

401,760 

156,454,395 

136,672 

30,611 
$   1,389 

$ 

356,500 
117,074 

399,011 
$  17,377 

1 
$ 

,081,977 
31,524 

1 
$ 

,081,460 
163,627 

159,540,626 
$  1,049,981 

$   2,500 
2,500 
$  (2,500) 


$194,460 

72,007 
86,036 


158,043 
$  36,417 


$1,369,017 

885,534 

258,221 

40,229 

9.897 

31,969 

1,225,850" 
$   143,167 


$741.884 

520,877 

113,754 

3,182 


81,602 


719,415 
$  22,469 


$1,912,518 

1,200.560 

516.170 

22,800 


113,855 


1,853,385 
$   59,133 


$1,386,170 

626,210 

363,738 

45,759 


174,334 


1,210,041 
$   176,129 


$235,514,780 


303,320 


1,350,281 

12,260,000 

188,637,427 

202,551,028 

$  32,963,752 


$ 

1, 

,500 

2, 

,500 

$ 

(2, 

,500) 

$241, 

,118, 

,829 

3,305,188 

1,641,239 

111,970 

9,897 

1,350,281 

12,661,760 

188,637,427 

101 ,111  ,lf>2 

$  33,401,067 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  43  through  45. 

State  law  does  not  require  a  budget  in  this  fund. 


Additional  information  is  provided  in  the  notes  to  the 
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OFFICE  OF  PUBLIC  INSTRUCTION 
SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS-OUT  BY  FUND  -  BUDGET  AND  ACTUAL 

FOR  FISCAL  YEAR  ENDED  JUNE  30,  1983 


Chief  State  Vocational 

School  Officer  Basic  Skills   Education 


Financial  Administrative 
Services      Services 


Special 
Services 


GENERAL  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 

$153,546 

69,601 

64,101 

1,309 

$ 

903,983 

715,374 

125,439 

62,033 

$321,902 

276,042 

41,483 

361 

L. 

584,457 

339,198 

161,369 

633 

$360,712 

246,751 

90,365 

7,979 

$ 

141,398 

114,990 
9,415 
5,375 

Total  Actual 
Unspent 
Appropriation  Authority 

135,011 
$  18,535 

i_ 

902,846 
1,137 

317,886 
$  4,016 

$ 

501,200 
83,257 

345,095 
$  15,617 

$ 

129,780 
11,618 

SPECIAL  REVENUE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Local  Assistance 
Total  Actual 
Unspent 
Appropriation  Authority 

EXPENDABLE  TRUST  FUND 
Budget 
Actual 
Operating  Expenses 
Total  Actual 
Unspent 
Appropriation  Authority 

PROGRAM  TOTAL 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Local  Assistance 
Grants 

Total  Actual 
Unspent 
Appropriation  Authority 


$  6,000 


5,383 


$    617 


$  6,000 
6,000 


$  (6,000) 


$159.546 

70,147 

74,938 

1,309 


146,394 


$  13,152 


$  463,619 


$368,607 


$  612,359 


$420,051 


387,513 
$   76,106 


359,599 
$  9,008 


543,107 
$   69,252 


$1,367,602 

978,620 

202,436 

71,037 

38,266 


1,290,359 
$   77,243 


$690,509 

492,833 

114,314 

723 

69,615 


677,485 
$  13,024 


$1,196,816 

629,881 

330,417 

30,965 

53,044 


1,044,307 
$   152,509 


368,634 
$  51,417 


$780,763 

543,310 

157,600 

12,819 


713,729 


$  67,034 


$1,176,471 


546 

263,246 

216,791 

290,683 

296,559 

504,096 

4,837 

76,997 

72,831 

169,048 

67,235 

325,556 

9,004 

362 

30,332 

4,840 

4,264 

38,266 

69,615 

53,044 

142,627 

976,543 


$   199,928 


$1,317,869 

619,086 

334,971 

9,639 

142,627 


1,106,323 

$   211,546 


Distribution  to 
Public  Schools 

$  33,888,040 


613,261 

31,663,499 

1,085,262 

33,362,022 

526,018 


$151,048,000 


149,340,769 
149,340,769 

$   1,707,231 


$184,936,040 

613,261 

181,004,268 

1,085,262 

182,702,791 

$   2,233,249 


Total 

$  36,354,038 

1,761,956 

1,105,433 

77,690 

31,663,499 
1,085,262 

35,693,840 

$ 660,198 


$154,095,107 

1,571,921 

716,504 

48,802 

303,552 

149,340,769 

151,981,548 

$  2,113,559 


$ 

6, 

,000 

6, 

,000 

$ 

(6. 

,000) 

$190, 

,449, 

,145 

3,333,877 

1,827,937 

126,492 

303,552 

181,004,268 

1,085,262 

187,681,388 

$   2,767,757 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  43  through  45. 

State  law  does  not  require  a  budget  in  this  fund. 


Additional  information  is  provided  in  the  notes  to  the 
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OFFICE  OF  PUBLIC  INSTRUCTION 


PERSONAJ.  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 

Total  Personal  Services 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 
Goods  Purchased  for  Resale 
Total  Operating  Expenses 


SCHEDULE  OF  PROGRAM  EXPENDITURES  AND 

TRANSFERS-OUT 

BY 

OBJECT 

FOR  FISCAL 

YEAR  ENDED  JUNE  30,  1984 

Chief  State 

Basic 

Vocational 

Administrative 

Special 

Distribution  to 

School  Officer 

Skills 
$   732,452 

Education 
$436,598 

Services 

Services 
$   513,357 

Publ 

ic  Schools 

Total 

$  61,309 

$   989,292 

$   2,733,008 

6,216 

223 

14,937 

11,788 

33,164 

10,698 

146,866 

84,056 

196,331 

101,065 

539,016 

72,007 

885,534 

520,877 

1,200,560 

626,210 

3,305,188 

46,144 

54,780 

33,605 

99,793 

150,271 

384,593 

5,521 

16,824 

9,495 

32,663 

12,692 

$ 

34,000 

111,195 

5,933 

56,880 

17,689 

89,759 

37,502 

207,763 

18,266 

74,679 

45,169 

62,116 

144,811 

345,041 

2,040 

15,648 
2,979 

10 

110,999 
41 

3,811 

132,508 
3,020 

524 

26,728 

3,070 

71,580 

8,414 

110.316 

7,608 

9,703 

4,716 

49,214 

5 

516,170 

6,237 

269,320 

346,798 
5 

86,036 

258,221 

113,754 

363,738 

303,320 

1,641,239 

EQUIPMENT 
Equipment 

Total  Equipment 

CAPITAL  OUTLAY 
Buildings 

Total  Capital  Outlay 


40,229 


40,229 


9,897 


9,897 


3,182 


3,182 


22,800 


22,800 


45,759 


45,759 


111,970 


111,970 


9,897 


9,897 


LOCAL  ASSISTANCE 
From  State  Sources 

Total  Local  Assistance 

TRANSFERS 
Transfers 

Total  Transfers 

GRANTS 
From  State  Sources 
Total  Grants 

TOTAL  PROGRAM  EXPENDITURES  AND 
TRANSFERS 


$158,043 


31,969 


31,969 


$1,225,850 


81,602 
81,602 


113,855 
113,855 


$719,415    $1,853,385 


174,334 
174,334 


$1,210,041 


188,637,427 
188,637,427 


12,260,000 
12,260,000 


1,350,281 
1,350,281 


$202,551,028 


188,637,427 
188,637,427 


12,661,760 
12,661,760 


1,350,281 
1,350.281 


$207,717,762 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  43  through  45. 


Additional  information  is  provided  in  the  notes  to  the 
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OFFICE  OF  PUBLIC  INSTRUCTION 


SCHEDULE 

OF  PROGRAM 

EXPENDITURES 

AND  TRANSFERS- 

-OUT  BY  OBJECT 

FOR  FISCAL  YEAR  ENDED  JUNE  30, 

1983 

Chief  State 

Basic 

Vocational 

Financial 

Administrative 

Special 

Distribution  to 

School  Officer 

Skills 

Education 

Services 

Services     i 

services 

Public  Schools 

Total 

PERSONAL  SERVICES 

Salaries 

$  60,087    $ 

816,167 

$413,614 

$   522,217 

$454,280    $ 

520,511 

< 

f   2,786,876 

Hourly  Wages 

299 

7,588 

2,739 

8,904 

2,306 

614 

22,450 

Employee  Benefits 

9,761 

154,865 

76,480 

98,760 

86,724 

97,961 

524,551 

Total  Personal  Services 

70,147 

978,620 

492,833 

629,881 

543,310 

619,086 

3,333,877 

OPERATING  EXPENSES 

Contracted  Services 

43,273 

30,288 

44,314 

41,592 

56,363 

160,822 

$ 

5,970 

382,622 

Supplies  &  Materials 

512 

11,543 

4,027 

19,875 

15,995 

14,478 

280,791 

347,221 

Communications 

4,600 

54,141 

16,891 

67,294 

20,247 

29,109 

706 

192,988 

Travel 

14,228 

68,617 

43,108 

47,061 

8,354 

111,635 

293,003 

Rent 

13,830 

1,460 

120,662 

6,998 

3,575 

146,525 

Utilities 

2,951 

666 

3,617 

Repair  and  Maintenance 

624 

12,565 

616 

10,039 

43,686 

7,245 

14,340 

89,115 

Other  Expenses 

11,701 

8,501 

3,898 

23,228 

5,947 

8,107 

311,454 

372,836 

Goods  Purchased  for  Resale 

10 

10 

Total  Operating  Expenses 

74,938 

202,436 

114,314 

330,417 

157,600 

334,971 

613,261 

1,827,937 

EQUIPMENT 

Equipment 

1,309 

71,037 

723 

30,965 

12,819 

9,639 

126,492 

Total  Equipment 

1,309 

71,037 

723 

30,965 

12,819 

9,639 

126,492 

LOCAL  ASSISTANCE 
From  State  Sources 

Total  Local  Assistance 


181,004,268 
181,004,268 


181,004,268 
181,004,268 


TRANSFERS 
Transfers 
Total  Transfers 


38,266 


38,266 


69,615 
69,615 


53,044 


53,044 


142,627 
142,627 


303,552 


303,552 


GRANTS 
From  State  Sources 
Total  Grants 


1,085,262 
1,085,262 


1,085.262 
1,085,262 


TOTAL  PROGRAM  EXPENDITURES 
AND  TRANSFERS 


$146,394    $1.290,359    $677,485    $1,044,307    $713,729    $1,106,323    $182.702,791    $187,681,388 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  43  through  45. 


Additional  information  is  provided  in  the  notes  to  the 
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OFFICE  OF  PUBLIC  INSTRUCTION 

SCHEDULE  OF  AGENCY  FUND  -  ADDITIONS  AND  UEDUCTIONS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 

FUND  BALANCE,  JULY   1 ,  1982  $   694,630 

ADDITIONS: 

Budgeted  Receipts  24,903,939 

Budgeted  Receipt  Abatements  (1,606,002) 

Non-Budgeted  Receipts  9,011 

Non-Budgeted  Receipt  Abatements  (1,717) 

Prior  Year  Receipts  317,887 

Prior  Year  Receipt  Abatements  (930,707) 

Total  Additions  22,692,411 

DEDUCTIONS: 

Budgeted  Disbursements  25,308,612 

Budgeted  Disbursement  Abatements  (1,495,075) 

Prior  Year  Disbursements  676,834 

Prior  Year  Disbursement  Abatements  (1,161,341) 

Prior  Year  Non-Budgeted  Disbursement  Adjustment  Abatements        (156) 

Total  Deductions  23,328.874 

FUND  BALANCE,  JUNE  30,  1983  58,167 

ADDITIONS: 

Budgeted  Receipts  25,405,189 

Budgeted  Receipt  Abatements  (1,062,383) 

Non-Budgeted  Receipts  66 

Non-Budgeted  Receipt  Abatements  (1,544) 

Prior  Year  Receipts  65,869,732 

Prior  Year  Receipt  Abatements  (65,983,816) 

Prior  Year  Receipt  Adjustment  Abatements  (2,255) 

Total  Additions  24,224,989 

DEDUCTIONS: 

Budgeted  Disbursements  25,146,565 

Budgeted  Disbursement  Abatements  (465,113) 

Prior  Year  Disbursements  587,012 

Prior  Year  Disbursement  Abatements  (981,743) 

Prior  Year  Disbursement  Adjustment  Abatements  (2,945) 

Prior  Year  Non-Budgeted  Disbursement  Adjustment  Abatements        (620) 

Total  Deductions  24.283,156 

FUND  BALANCE,  JUNE  30,  1984  $     -0- 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  In  the  notes  to  the  financial  schedules  on 
pages  43  through  45. 
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OFFICE 

OF   PUBLIC 

INSTRUCTION 

NOTES 

TO 

THE 

FINANCIAL 

SCHEDULES 

JUNE   30 

,    1983 

AND 

1984 

1.      SUMMARY    OF   SIGNIFICANT   ACCOUNTING    POLICIES 
Dasis  of  Accounting 

The  state  of  A-lontana  utilizes  the  modified  accrual  basis  of 
accounting   which   is  described   in   the  Montana  Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obli- 
gation exists  when  the  related  liability  is  incurred  except  for  the 
following  items  which  are  also  considered  valid  obligations  under 
state  accounting   policy. 


-If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal  years 
subsequent  to  the  fiscal  year  in  which  the  expenditure  is 
accrued. 

-The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in   which  budgeted. 

-Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
nay  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year  in   which  the  anticipated  expenditure  is  to  be  accrued. 


Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  arc  organized  on  the  basis  of  funds  according  to  state 
law,  except  for  the  audiovisual  and  media  library  and  resources 
and  assessments  accounting  entities.  The  following  fund  types  are 
used  by  the  office: 

General  -  accounts  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specified  purposes.  Legislative  appropriations  required  to 
spend   from  this  fund  type. 
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Trust  and  Agency  -  accounts  for  assets  held  in  trust  or  as 
an  agent  by  the  office  for  others.  The  major  item  accounted 
for  in  these  funds  are  grant  moneys  distributed  to  local 
educational  agencies.  A  legislative  appropriation  is  not 
required  to  spend   from  these  funds. 


Vacation  and  Sick   Leave 

Employees  arc  paid  for  TOO  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Accu- 
mulated unpaid  liabilities  for  vacation  and  sick  leave  arc  not  re- 
flected in  the  financial  schedules  of  the  Office  of  Public  Instruc- 
tion. Expenditures  for  termination  pay  currently  are  absorbed  in 
the  annual  operational  costs  of  the  office.  At  June  30,  1984,  the 
office  has  a  liability  of  approximately  $261,045  for  vacation  and 
sick   leave. 

2.  PENSION   PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  Teachers'  Retirement  System  (TRS), 
The  office's  contributions  to  these  plans  are  shown   below: 

Fiscal    Year  Fiscal  Year 

1982-83  1983-84 

PERS  $    98,807  $103,791 

TRS  76,899  82,252 

Total  $175,706  $186,043 

3.  GENERAL   FUND   BALANCE 

The  state's  General  Fund  beginning  and  ending  fund  balance 
on  a  non-consolidated  basis  is  zero  since  any  balance  in  the  fund 
is  owed  to  the  state  General   Fund  at  fiscal   year-end. 

4.  GENERAL   FIXED  ASSETS 

The  office   records  assets  on  the  state's   Property  and  Account- 
ability   Management    System.       The    general     fixed    asset    equipment 
balance  at  June  30,    1984,    is   $2,643,124.      Of  this  amount,    $1,581,358 
should  be  accounted  for  in   the  Enterprise  Fund.         ■> 
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5.      FUND    PLACEMENT 

The  office  accounts  for  certain  federal  grant  moneys  in  the 
Agency  Fund  which  would  be  more  appropriately  accounted  for  in 
the  Special  Revenue  Fund.  The  following  over(under)statements 
were  noted   in   the  Special   Revenue   Fund. 


Revenue 
Expendi  tures 
Beginning  Fund  Balance 
Prior  Year  Items 


Fiscal  Year 
1982-83 

$(2,905,795) 
(2,895,577) 
24,750 
(14,532) 


Fiscal  Year 
1983-84 

$(3,383,907) 
(3,313,426) 

(70,481) 


6.      AV   LIBRARY   AND    RESOURCE  AND  ASSESSMENT 

State  law  requires  that  the  AV  Library  and  Resource  and 
Assessments  accounting  entities  bo  placed  in  an  Enterprise  Fund  in 
fiscal  year  1983-84.  These  entities  were  recorded  in  the  Special 
Revenue  Fund  in  the  office's  accounting  records.  OPI  also  did  not 
capitalize  1984  purchase  of  films.  This  resulted  in  the  following 
under  (over)  statements. 


Assets 
Liabilities 
Revenue 

Expendi tures /Expenses 
Prior  Year  Item 
Beginning  Fund  Balance 
(7-1-83) 


Special 

Revenue 

Fund 

$  (63.492) 

(6,053) 

(132,654) 

(98,421) 

(7) 


General  Fixed 

Enterprise  Asset  Account 

Fund     Group 


$1,671,149 

6,053 

132,654 

98,42] 

7 


$1,581,358 


(49,513)    1,630,871 


1,581,358 
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RFOEIVED 


F83-84-6 


GRANT  CAN  NO. 

***DEPARTMENT  OF  EDUCATION*** 
3IFT  &  TAL  81    1E006639 


NOV  2  0  1984 

ACTIVITY    FOR    FEDERAL    PROG R;^T;fi;fiJIiE(Si»fi^Aubft8^    ^^^^    1984 

1983    FISCAL    YEAR    ACTIVITY 
TOTAL   83    INC        TOTAL   83   EXP 


TITLE  IVB  78 

TITLE  IVB  80 

TITLE  IVB  81 

TITLE  IVB  82 

TITLE  rVC  79 

TITLE  IVC  80 

TITLE  IVC  81 

TITLE  IVC  82 

TITLE    II    81 

CAREER  ED  81 
CAREER  ED  82 

TITLE  I  LI  72 

TITLE  I  LI  77 

TITLE  I  LI  80 

TITLE  I  LI  81 

CHPTR  I  LI  82 

CHPTR  I  LI  83 

TITL  1  HCP  79 
CHPT  I  HCP  82 
CHPT  I  HCP  83 

CHPT  I  DEL  82 
CHPT  I  DEL  83 

VOED  BASGR  81 
VOED  PROG  IMP  81 

VOED  BASGR  82 
VOED  PROGIM  82 
VOED  SPDIS  82 
VOED  CONHK  82 

VOED  BASGR  83 

VOED  PROIM  83 

VOED  SPDIS  83 

VOED  CONMK  83 

VOED  BASGR  84 

VOED  PROIM  84 

VOED  SPDIS  84 

VOED  CONMK  84 


7E000551 
9E000553 
0E000555 
1E000557 

8E002092 
9E002159 
0E000209 
1E002261 

1E002136 

1E004426 
2E003362 


9E002150 
03002200 
1E002250 
2E006071 

8E002086 
1E002251 
2E006072 

1E002252 
2E006072 

1E001504 
2E001505 

2E003341 
2E003342 
2E003343 
2E003344 

3E004481 
3E004482 
3E004483 
3E004484 

3E005001' 
3E005002 
3E005003 
3E005004 


677.88 

-.67 

-533.66 

-1653.14 

55223.79 


-13, 
-1209 
-8440, 
121642 


00 
62 
60 
20 


10742.41 

16109.32 
118787.00 

.00 

-1040.00 

-6923.95 

6390.15 

1831829.76 

5787818.90 

-437.26 

87947.60 

189147.00 

31730.83 
77878.00 

96060.72 
85561.11 

323707.36 

175826.04 

20676.00 

92928.00 

1281966.31 

152123.19 

18824.00 

.00 

.00 
.00 
.00 
.00 


2857.14 

-.67 

-533.66 

-1787.65 

18451.01 


-13 

-215 

3557 

63777 


00 
,26 
,96 

,78 


1456.88 


15292 
118761, 


30 
73 


-156.12 

-1040.00 

-6923.95 

-16472.35 

1998450.90 

5763893.13 

-437.26 

95679.78 

181799.61 


31730, 
72020, 

87096, 
89805 


83 
54 

81 
97 


299598.05 

158680.52 

16106.62 

92928.00 

1276991.74 

142136.79 

18824.00 

.00 

.00 
.00 
.00 
.00 


1984    FISCAL    YEAR    ACTIVITY 
TOTAL   84    TNC  TOTAL   84    K\ 


1000.00 

.00 

-281.45 

-281.45 

-276.67 

-276.67 

-913.42 

-599.39 

-1461.55 

-1420.05 

.00 

.00 

-713.72 

-713.72 

-1415.30 

-1407.35 

78.25 

1888.59 

-471.68 

-471.68 

-20. B4 

-20.84 

1755.08 

1807.13 

-156.12 

.00 

.00 

.00 

.00 

.00 

-174.09 

-79.21 

-27696.56 

-26767.78 

2821135.82 

2845061.59 

.00 

.00 

-364.77 

.00 

99788.28 

107135.67 

.00 

.00 

25221.04 

31078.50 

-3304.83 

.00 

.00 

.00 

240199.58 

227601.46 

23229.20 

30727.14 

.00 

.00 

.00 

.00 

503051.90 

511340. 8H 

159044.49 

164320.08 

34629.00 

34629.00 

108473.00 

108473.00 

1612011.05 

1617404.45 

201514.65 

183749.35 

4064.25 

4064.25 

40682.00 

29675.00 
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CHAPT  II  83 
CHAPT  II  84 

EHA-D  81 
EHA-D  82 
EHA-D  83 

EHA  PIG  80 
EH A  PIG  81 
EHA  PIG  82 

TITLE  1-D  78 

TITL  I  MIG  81 
TITL  I  MIG  82 
TITL    I    MIG    83 

CPT    I    ADCO    83 

AD   BAS    ED    82 

REFUGEE  81 

REFUGEE  82 

REFUGEE  83 

REFUGEE  84 

EHA-B  80 
EHA-B  81 
EHA-B  82 
EHA-B  83 
EHA-B    84 

AD  BAS    ED    83 
AD  BAS    ED    84 

GIFT  &  TAL  8  0 

EHA-B  77 

DFAFS    REFUND 

EHA-C    84 


NDEA  UNKNOWN 

1 

EHA  PIG  83 

CHPT  I  LEA  84 

CHPT  I  HDC  84 

CHPT  DEL  84 

CPT  I  ADCO  84 


2E003380 
3E003385 

1E002305 
2E002305 
3E002305 

0E002346 
1E002181 
2E002592 

7E002074 

0E002205 
1E002255 
2E006073 

2E006077 

1E003352 

1E003528 
2E003530 
2E003503 
3E003504 

0E002345 
0E002180 
1E002591 
2E002593 
3E002595 

2E004480 
3E005000 

0E006639 

7E002395 


2E002594 
3E006085 
3E006086 
3E006090 
3E006090 


2097417.90 
,00 

-1842.77 

40208.31 

1875.50 

-4180.64 

-690.48 

141731.05 

-181.30 

42322.00 

783002.56 

50000.00 

3741.00 

40517.03 

-934.12 

24706.55 


-2439.40 

395490.83 

2467865.48 

132175.00 

.00 

321715.52 


-147.30 
-122.00 
•13242.46 
.00 
.00 
.00 
.00 
.00 
.00 
.00 


2086681.40 
.00 

-4021.84 

46468.62 

1875.50 

-314.33 

1931.85 

123411.38 

-181.30 

42322.00 

783002.56 

50000.00 

3741.00 

38774.49 

-934.12 

24089.83 

285.90 


-2153.74 

353655.75 

2475326.93 

126255.49 

.00 

318893.56 


.00 
.00 
.00 
.00 
.00 
.00 
.00 
.00 
.00 
.00 


85115.45     95851.95 
2144615.56   2143905.31 


.00 

3041.95 

44144.67 

-780.00 

.00 

-17946.92 

.00 

.00 

78306.00 

259184.04 

8729.00 

611.20 

.00 

-3421.65 

3553.65 

10500.22 

8519.60 
-113.42 

271406.15 
2607880.61 

149500.00 

54055.40 
312292.37 

.00 

.00 

.00 

43783.45 

-95.61 

127757.64 

5112534.99 

182425.10 

81076.29 

12348.00 


.00 
-1618.36 
39259.86 

-780.00 

.00 

775.87 

.00 

.00 

75306.00 

258368.16 

8729.00 

-406.80 

.00 

-2926.90 

3267.75 

10500.22 

.00 

-113.42 

261574.62 

2625998.58 

164213.24 

56877.36 
311837.59 

.00 

.00 

.00 

40952.75 

-95.61 

127736.91 

5112534.99 

182425.10 

81076.29 

12348.00 
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GRANT 

CAN    NUMBER 

8  J 
TOTAL    INC 

83 
TOTAL    EXP 

8/. 
TOTAL    INC 

84 
TOTAL    EXP 

EHA    PIG    84 

3E002302 

.00 

.00 

24264.00 

24264.00 

ESEA    IVB    76 
ESEA    IVB    77 
ESEA    IVB    7  9 

6E002110 
6E000550 
8E000552 

.00 
.00 
.00 

.00 
.00 
.00 

-17.91 
-25.51 
-57.80 

-17.91 
-25.51 
-57.80 

EHA-B    76 

6002300 

.00 

.00 

-200.00 

-200.00 

EHA-VIC   83 

32353.50 

50807.87 

18441.74 

-12.63 

OILING    ED   82 
lUr.TNC.    Kn   8  3 
lilMNC.    Kn    »4 

1E002115 
2E00in09 

:n:oni  ooq 

18874.82 

25000.00 

.00 

8239.24 

26299.71 

.00 

-260.00 

1 OHl  .?G 

41(000  .00 

.00 

f.  H  1  .  '">  ■". 

4  8  0/18.04 

NA    DI    NT   8  2 
NA   DI    NT   83 
NA    DI    NT   84 

1E006619 
2E003370 
3E003370 

20500.00 
16000.00 

8012.80 
21705.55 

29000.00 
21000.00 

23294.45 
22044.86 

NATL    ORIG    83 
NATL    ORIG    84 

SEX   DESEG    83 
SEX   DESEG    84 

2E003535 
3E003535 

2E003535 
3E003535 

25500.00 
.00 
.00 

91690.00 
.00 

26637.65 
.00 
.00 

91640.00 
.00 

20279.79 

34000.00 

.00 

.00 

73000.00 

19142.14 

39396.01 

.00 

50.00 

88364.96 

TITLE    I    81 
TITLE    I    82 
CHAPT    I    83 
CHAPT    I    84 

0E002209 
1E002256 
2E006079 
3E006094 

11158.80 

55000.00 

150000.00 

.00 

.00 

61185.86 

152135.87 

.00 

-2416.45 

-2125.04 

75000.00 

131000.00 

.00 

.00 

72864.13 

118328.88 

VOED    ST    PL    84 

3E005008 

.00 

.00 

2647.00 

13654.00 

LAW    ED    84 

3E003592 

.00 

.00 

700.00 

5045.81 

EHA    ST    IMP    81 

0E002302 

.00 

-2126.30 

2000.00 

-260.00 

ESEA  VB    82 

1E002272 

74813.00 

49345.24 

.00 

.00 

TCHER    CTR    82 

1E006623 

100.00 

9262.81 

.00 

.00 

VOED    PLAN    83 

3E004491 

13360.00 

13360.00 

.00 

.00 

NATL    ORIG    82 

1E001152 

14570.41 

10942.56 

.00 

.00 

TOTAL   DEPT.    OF   EDUCATION   GRANTS 


17631254.46    17518877.96 


***DEPARTMENT   OF   AGRICULTURE*** 
NET   81  -6541.09 

NET   82  37898.19 

NUTRI    ED   83  37500.00 

NUTRI    ED   84  .00 


SCH  FDS  79 
SCH  FDS  8  0 
SCH  FDS  81 
SCH    FDS    82 

TOTAL   DEPT.    OF  AGRICULTURE 


8875.43 

302953.05 

-307437.05 

820882.73 


-1863.29 

16253.77 

43670.70 

.00 

.00 

284940.38 

-284829.46 

1438183.47 


17893861.41    17949122.29 


-1038.87  .00 

7666.13  2950.00 

12500.00  6329.30 

37500.00  38128.84 

-9316.23  .00 

-18861.13  -848.46 

10879.21  -11929.97 

13918.65  -12277.47 
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SCH    FDS    83  5696668.75      5691776.16  1386247.52      1391262.36 

sen    FDS    84  .00  .00  6300716.23       6305695.20 


TOTAI,  DEPT.    OF  AGRICULTURE  GRANTS       6590800.01       7188131.73  7740211.51       7719309.80 


***DEPARTMENT    OF    LABOR*** 

CETA    80  -1104.04  -846.00  .00  .00 

CETA    81  641.65  641.65  -158.18  -158.18 

CETA    82  94482.59  94408.56  .00  .00 

CETA    35  252158.35  243613.41  170056.21  178601.15 

JTPA    84  .00  .00  132412.61  132467.63 


roTAL  DEPT,    OF   LABOR  CRANTS  346178.55         337817.62  302310.64         310910.60 


***BUREAU    OF    INDIAN    AFFAIRS*** 

JOM    81  -.09 

'70M   82                                                                                  .00  212.47                                      -^41  .00 

•JOfI   83                                                               301772.10  300500.15                        122898.86  124170.81 

JOn  84  307274.55  307399.30 

TOTAL    BUREAU   OF    INDIAN   AFFAIRS                  301772.10  300712^62                        "430172^91  ~431570ai 


***VETERANS    ADMINISTRATION*** 

VFTERAN    ED   83  35760.02  35170.29  .00  .00 

VETERAN    ED   84  .00  .00  23069.65  32955.13 

TOTAL  VETERANS   ADMIN.    CKANTS  35760.02  '35170^29  '"23069"65  "'32955'i3 


***DEPARTMENT    OF    TRANSPORTATION*** 

ADV    DR    ED    82                                                    10909.00  10909.09  .00  .00 

ADV    DR    ED   83                                                        8114.27  13874.39  15385.73  11295.49 

ADV    DR    ED    84  11.83 

BIKE/PED    SAF    82                                             10142.72  9949.30  .00  .00 

BUS    DR    TRG    82                                                     2117.72  1877.54  .00  .00 


TOTAL  DEPT.    OF  TRANSPORTATION  GRANTS       31283.71  36610.32  15385.73  11307.32 
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AGENCY    RESPONSE 


CHE 


OFFICK  OF  PUBLIC  INSTRUCTION 

STATE  CAFITOl. 

HELENA.  MONTANA  59620 

(406)  449-3095 


Ed  Argenbright 
Superintendent 


November  27,    1984 


liOV  271984 

WONTANA  LtGISI  ATIVE  AUDITOR 


Mr.  Robert  R.  Ringwood 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT  59620 

Dear  Mr.  Ringwood: 

Enclosed  you  will  find  our  reply  to  the  audit  report. 

Each  recommendation  has  been  addressed  and  an  indication  of  our 
position  with  the  appropriate  anticipated  action. 

Sincerely, 


Ed  i\rg^nbf  ight 
State   Superintendent 

EA:dg 

End 
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Affirmative  Action  —  EEO  Employer 


RECOMMENDATION  ±1 

OPI  will  cooperate  with  legislative  committees  to  develop 
legislation  to  modernize  the  system  without  sacrificing  local 
control,  decision  making  or  revenue. 

RECOMMENDATION  #2 

A.  OPI  concurs  with  Recommendation  #2 

Follow-up  on  variances  from  the  estimated  collectible  county 
surplus. 

Our  estimate  is  based  on  a  100%  collection  of  taxes  and  the 
acceptance  of  the  counties'  estimates  of  the  other  revenue 
that  goes  into  the  county  common  school  fund  and  the  county 
high  school  fund.  We  have  no  knowledge  of  the  factors  that 
change  a  local  county's  collections  or  the  accuracy  of  their 
estimates  of  the  other  sources  of  revenue.  If  the  collection 
recorded  by  the  state  is  near  what  we  have  estimated,  we 
consider  that  it  must  be  correct.  VJe  are  not  the  county's 
auditors.  This  is  one  area  that  should  be  checked  by  the 
county's  auditor  to  make  sure  that  the  county  is  sending  in 
the  proper  amount  at  the  proper  time.  All  counties  sent 
their  surplus  funds  to  the  state  by  June  25  this  last  fiscal 
year  with  the  exception  of  Toole  county.  We  will  continue  to 
monitor  the  receipts  to  the  best   of   our  ability. 

B.  OPI  concurs  with  Recommendation  #2 

Ensure  county  surplus  revenue  is  recorded  in  the  correct  year 
on  the  accounting  records. 

On  the  county  report  sheet  that  comes  to  the  State  Treasurer, 
there  are  areas  to  report  county  surpluses.  There  is  no  way 
to  indicate  to  which  fiscal  year  the  money  belongs.  We  could 
recommend  to  the  State  Treasurer  that  this  information  be 
included  on  their  report  form.  The  State  Treasurer  records 
the  money  as  received  in  the  current  fiscal  year.  Last 
fiscal  year  all  counties  paid  their  funds  v/ith  the  exception 
of  Toole  county.  An  accrual  was  established  for  them.  The 
state's  payment  of  state  equalization  has  to  be  made  by  the 
20th  of  June  to  ensure  that  the  various  school  districts 
receive  their  money  before  the  end  of  the  fiscal  year  so  that 
it  may  be  recorded  in  the  proper  fiscal  year.  By  the  20th  of 
June,  approximately  one-half  (1/2)  of  the  surplus  producing 
counties  have  sent  their  monies  to  the  state.  Thus,  that  is 
the  only  portion  that  is  available  to  the  state  for  use.  The 
balance  must  be  carrie/3  over  until  the  next  year.  However, 
those  revenues  were  u^eA  in  estimating  the  state's  payment 
for  that  fiscal  year.  ft  can  be  seen  that  the  time  v^ill  come 
when   the  state  may  notTbe  able  to  meet  its  commitment  to  the 
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RECOMMENDATION  #3 

OPI  concurs  v^/ith  Recommendation  #3  and  will  comply  with  the 
budget  amendment  process  and  will  make  inter-entity  loans  when 
funds  are  needed  temporarily. 

RECOMMENDATION  M 

OPI  does  not  concur.  It  is  our  contention  that  the  legislature 
intended  to  cover  all  the  costs  of  the  building  at  1300  11th  Ave. 
These  costs  were  to  include  such  items  as  rent,  janitorial 
services,  and  other  costs  which  were  included  in  the  initial 
appropriation.  Since  there  was  no  other  source  of  funding 
available  to  cover  the  cost  of  air  conditioning  it  was  necessary 
to  use  these  funds. 

RECOMMENDATION  M 

OPI  does  not  concur.  OPI  feels  that  the  language  which  permitted 
the  Superintendent  to  transfer  funds  between  centers  was 
inadvertently  omitted  in  House  Bill  447  and  that  the  intent  of 
the  legislature  was  to  permit  the  transfer. 

RECOMMENDATION  M 

OPI  concurs,  and  will  revert  $602  to  the  general  fund  for 
indirect  cost  collections  over  the  House  Bill  2  limit. 

RECOMMENDATION  H 

OPI  concurs  and  will  develop  an  appropriation  monitoring  system. 

RECOMMENDATION  #8 

OPI  Concurs.   An  amended  report  will  be  submitted  to  VEDS. 

RECOMMENDATION  M 

A.  OPI  concurs.  Federal  regulations  for  the  implementation  of 
Attachment  were  presenting  a  financial  burden  on  LEA's.  As 
a  result  the  OPI  collaborated  in  the  introduction  and 
passage  of  the  Single  Audit  Act  of  1984.  This  act 
substantially  relieves  the  financial  burden  of  audits  for 
recipients  of  federal  aid  of  less  than  $25,000  and  provides 
LEA'S  with  federal  aid  of  $25,000  to  $100,000  with  the 
option  of  program  or  a  single  audit.  Districts  with  more 
than  $100,000  federal  assistance  must  comply  with  the  single 
audit.  OPI  will  require  adoption  of  A-102  Attachment  P 
requirements  for  those  districts  falling  within  the 
regulations  of  the  Single  Audit  Act  of  1984. 

B.  OPI  concurs  and  will  develope  procedure  to  ensure  LEA  audits 
are  performed. 
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RECOHENDATION  #10 

OPI  concurs  with  recommendation  #10  and  will  either  obtain  formal 
approval  to  diviate  or  will  comply  with  the  provision  of  the 
letter  of  credit. 

RECOMMEHDATIOM  #11 

OPI  concurs,  the  failure  to  match  the  federal  grant  for  the 
National  School  Lunch  Program  was  the  result  of  human  error.  A 
supplemental  appropriation  will  be  sought  to  cover  the  $9,618. 

RECOWIENDATION  #12 

OPI  concurs  and  will  increase  its  monitoring  efforts  to  ensure 
LEA'S  do  not  supplant  state  or  local  funding  with  federal  funds. 

RECOHf-lENDATION  #13 

OPI  concurs  and  will  make  every  effort  to  submit  federal  grant 
reports  on  a  timely  basis. 

RECOflMENDATION  #14 

OPI  does  not  concur.  The  funds  for  the  resource  and  assessment 
account  and  the  AV  Library  Account  were  expended  in  the  entities 
in  which  they  were  appropriated,  and  in  which  this  office  feels 
is  proper.  The  Department  of  Administration  placed  the  Resource 
and  Assessment  and  AV  Library  Accounts  in  the  wrong  funds.  OPI 
will  seek  legislation  to  place  these  funds  as  special  revenue 
funds  rectifying  the  improper  placement  of  these  accounts  as 
enterprise  funds. 

RECOMMENDATION  #15 

OPI  concurs  and  will  update  the  film,  additions  on  PAHS  at  least 
annually. 


RECOMMENDATION  #16 

A.   OPI   concurs  and  \7ill  charge  for  administrative  cost 
Audiovisual  Library. 


of   the 


B.  OPI  does  not  concur.  This  recommendation  would  necessitate 
the  maintainance  of  time  cards,  records  for  minor  supplies 
and  services.  The  purpose  of  indirect  costs  in  a  program  is 
to  minimize  the  amount  of  paperwork  involved  in  record 
keeping.   An  indirect  cost  rate  sets  the  maximum  amount  that 


can  be  assessed  against  a  program, 
all  the  program  could  afford. 

RECOMMENDATION  112 


In  this  case  $11,000  was 


OPI   concurs  with  recommendation  #17  and  will  record   installment 
purchases  and  capital  leases  in  accordance  with  state  policy. 
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RECOnMENDATION  #18 

OPI    concurs  with   recommendation   #18   and  will   review    its 
accounting  records  periodically  to  ensure  records  are  accurate. 
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